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SOUTHERN CALIFORNIA EDISON COMPANY 


64"° ANNUAL REPORT 


1959 FINANCIAL HIGHLIGHTS 


% 
Increase 
1959 Over 1958 
Common Dividend Rate $2.60 8.3 
Earnings Per Share 3.80 ra J 


(Company only)* 
Gross Electric Plant 


$1,366,097,306 Sj 
Gross Revenue . 


$281,763,942 10.0 
Operating Expenses $220,804,989 10.1 
Taxes $81,544,899 11.5 
Net Income $43,394,886 8.5 
Payrolls . 


$56,910,662 6.6 


Total Meters . 1,628,694 4.3 


Energy Sales (1,000 Kwh) . 


15,698,837 13:5 

System Peak Demand (Kw) 3,181,000 7.4 

Generating Capacity (Kw) . 3,833,920 12.6 
NEW PLANT 


Edison’s plant expansion program was continued in 
1959 with the completion of two steam generating 
units, each with an effective operating capacity of 
215,000 kilowatts. Presently under construction at 
the Huntington Beach Steam Station are two new 
units which will boost the overall capacity of that 
station to 875,000 kilowatts. These are the first 
computer-automated steam-electric power generating 
units to be built in the United States. 


PERMANENT FINANCING 
The Company obtained $29,325,000 of new money in 
January 1959 through the sale of 500,000 shares 
of common stock. (In January 1960, $30,000,000 of 
mortgage bonds were sold to repay $23,000,000 in 
short-term bank loans borrowed in December 1959; 


the balance will be used to partially finance con- 
struction in 1960.) 
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EDISON BUILDING * 601 West Fifth Street * Los Angeles 53, California 





*EARNINGS PER SHARE 


Consolidated earnings per share were $3.82 and 
$3.74 in 1959 and 1958 respectively. 


DIVIDENDS 
The Company and its predecessors have a record of 
continuous dividend payments extending back to 
1907 on the common stock and to 1896 on preferred 
stock. The current dividend on the common stock 
and original preferred stock, which participates with 
the common, is equal to $2.60 a share on an annual 


basis. 
CONDENSED CONSOLIDATED 
BALANCE SHEET Dec. 31, 1959 
ASSETS 

Electric Plant 


a - $1,145,622,713 
Investments and Other Assets . 


18,511,250 
Current Assets . 81,560,978 
Deferred Charges . 2,688,621 
Capital Stock Expense . 3,487,115 


Total Assets . 


LIABILITIES 


Stated Capital and Surplus . 
Long Term Debt . 


- $1,251,870,677 


- $ 556,463,507 


537,433,100 
Current Liabilities 5 116,289,103 
Deferred Income Tax Reserve . 20,130,473 
Other Reserves and Liabilities . 21,554,494 





Total Liabilities . $1,251,870,677 
For a copy of Southern California Edison’s 1959 
Annual Report write: A. L. Chavannes, Secretary, 
P.O. Box 351, Los Angeles 53, California. 
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GOODYEAR DIVERSIFICATION AT 


WORK 


Bootcamp for Molecules means Tougher Rubber 


Today’s synthetic rubber may fail tomorrow's torture 
test. Before that happens, Goodyear research sends 
it back to basic training, makes its molecules march 
in new formations. The material emerges with greater 
stamina to resist heat, cold, abrasion and corrosion. 

By masterly rearrangement of molecular structures, 
Goodyear research catches up with nature and in some 
Ways outstrips it. 


lots of good things come from 


GOOD, 


New Goodyear rubbers mean faster, safer travel. 
They mean more rugged materials handling. They 
mean better tools for new, ever more demanding in- 
dustrial processes. 

Before a Goodyear tire rolls, before a Goodyear con- 
veyor belt hauls a load, Goodyear imagination, plan- 
ning and research have been at work — patterning 
the molecules of tomorrow. 
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Morgan Guaranty 


‘Trust Company 


OF NEW YORK 


Statement of Condition March 31, 1960 


ASSETS 

Cash and due from banks 

U. S. Government obligations 

State, municipal and public securities 
Other securities 


Loans 


Accrued interest. accounts receivable. ete. . 


Customers’ acceptance liability 
Stock of Federal Reserve Bank 
Investment in subsidiary companies 


Bank premises . 


EBLLEABILITICS 

Deposits 

Reserve for expenses and taxes 
Liability on acceptances 
Dividend payable April 15, 1960 a 
Other liabilities 

Capital 7.540.000 shares—$25 par . 
Surplus 


Undivided profits 


Total capital funds . 


$188,500,000 
236.500.000 


101,029,002 


$1,021,263,877 
289,795,215 
174,367,677 
14,709,058 
2,196,153,907 
122,317,445 
57,104,144 
12,750,000 
8,320,495 
24,701,248 


$3,921,483,066 


$3,187,373,038 
34,283,880 
61,265,876 
6,032,000 


106,499,270 


526,029,002 


$3,92 1,483,066 


Assels carried al $336,247,817 in the above statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


Member of the Federal Reserve System and the Federal Deposit Insurance Corporation 


DOWNTOWN OFFICES 
140 Broadway 
23 Wall Street 

40 Rockefeller Plaza 





306 


MIDTOWN OFFICES 
Fifth Avenue al 44th Street 


Madison Avenue at 60th Street 


EUROPEAN OFFICES 


London 
Paris 


Brussels 


DIRECTORS 
HENRY C. ALEXANDER 
Chairman of the Board 


DALE E. SHARP 


President 





STEPHEN D. BECHTEL 
President, Bechtel Corporation 
WILLIAM C. BOLENIUS 
Executive Vice President 
American Telephone and Telegraph Company 


PAUL C. CABOT 


Chairman of the Board 
State Street Investment Corporation 


J. LUTHER CLEVELAND 


Chairman, Execulive Committee 


JOHN L. COLLYER 
Chairman of the Board 
The B. F. Goodrich Company 


H. P. DAVISON 
Vice Chairman of the Board 


CHARLES D. DICKEY 


Chairman, Committee on Trust Matters 


JOHN T. DORRANCE, JR. 
Assistant to the President 
Campbell Soup Company 


CARL J. GILBERT 
Chairman of the Board 
The Gillette Company 


W. ALTON JONES 
Chairman, Execulive Committee 
Cilies Service Company 


DEVEREUX C. JOSEPHS 


Vice Chairman, Commitlee on Trust Matters 


THOMAS S. LAMONT 
Vice Chairman of the Board 


L. F. McCOLLUM 


President, Continental Oil Company 
JUNIUS S. MORGAN 


HOWARD J. MORGENS 


President, The Procter ¢ Gamble Company 


THOMAS L. PERKINS 
Chairman of the Board 
American Cyanamid Company 


CARROL M. SHANKS 
President, The Prudential Insurance 
Company of America 


JAMES M. SYMES 
Chairman of the Board 
The Pennsylvania Railroad Company 


CLYDE E. WEED 
Chairman of the Board 
The Anaconda Company 


HENRY S. WINGATE 
President, The International Nickel 
Company of Canada, Limited 


ROBERT W. WOODRUFF 
Chairman, Finance Commillee 
The Coca-Cola Company 


GEORGE 8S. YOUNG 
President 
The Columbia Gas Svstem, Inc. 
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Cover Picture . 
first anniversary of Statehood for one of the 
most variously attractive parts of this or 
any other country. Next month will see the 
start of the annual trek by Americans to 


. . Last month marked the 


far-away places: to mountains, lakes and 
seashore and to foreign lands. But what 
better compliment could we pay Hawaii 
than to spend a vacation at famous Waikiki 
Beach near Honolulu? “See America First” 
has long been a popular slogan; today it 
might be paraphrased “See America’s Lat- 
est.” And in keeping with President Eisen- 
hower’s recent announcement of a program 
to encourage people abroad to visit us, as we 
have visited their countries by the millions, 
an Hawaiian Holiday could well be featured 
as the place where West meets East, at the 
seaway to the Orient. 


Photo courtesy of Pan American World Airways 
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Framed Wills 


May I take the opportunity of con- 
gratulating you on the reprinting of the 
reproductions of old prints relating to 
legal matters. I have found these very 
interesting and would like to know if 
they will be reprinted for framing. 


E. H. MeVitty, 
Associate Legal Officer, 


Manufacturers Life Insurance Co. 
Toronto 
|We are receiving so many requests 
for such reproductions that we are 
pleased to advise that reprints, on 
kromekote card stock and suitable for 
framing, will be made available at $1.50 
each or $6 for set of six prints. Special 
prices will be given on quantity orders. | 


Common Fund in New Zealand 


The Trust Companies of New Zealand 
are endeavoring to promote legislation 
to enable them to set up Common Trust 
Funds or, as we prefer, Group Invest- 
ment Funds. Our Company has been a 
| subscriber to TRusTs AmD Estates for 
some years (since 1936) and we have 
followed various articles on the subject 
of Common Funds with great interest. 
To assist us in our approach to the 
_ Government, we would like to obtain 
copies of typical Acts under which Trus- 
tee Corporations in the United States and 
| Canada are administering their Funds. 





[In acknowledging copies, the writer 
in a subsequent letter stated: | 

The information you have forwarded 
_ will be most helpful in our application 
| to the Attorney General for legislation. 
| We hope that this legislation may be 
promoted at the May Session of Parlia- 
ment. 


W. A. Race, 
Trust Manager, 


New Zealand Insurance Co. Ltd. 
Auckland, N.Z. 


Water, Water 


I am very pleased with the presenta- 
tion you have made on Pfaudler Per- 
mutit Inc. (Feb. p. 88). It is extremely 
interesting to note the tie-in between 
your cover picture of Victoria Falls and 
our article. It is very impressive. 

We certainly did appreciate the op- 
portunity of telling you and your group 
about our company and we are especial- 
ly gratified to have the very excellent 
article which you have written. 

Mercer Brugler, 


Chairman, 
Pfaudler Permutit Inc. 
| Rochester, N. Y. 
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HAVING LOST OUR MONOPOLY IN MASS=PRO- 
DUCTION ECONOMIES, the United States 
Stands to lose mass markets — both domes- 
tic and foreign — if we cannot discipline 
ourselves to labor, management and politi- 
cal policies geared to the national rather 
than the special-privilege group inter- 
est, as Merryle Rukeyser aptly demon- 
strates in his current column. A new form 
of Applied Patriotism will have to be sub- 
Stituted for the glib and ineffective re- 
liance on the Semantics of Free Enter- 
prise, especially when it is so much freer 
for some than others........ethe ideo- 
logical war of our generation cannot be 
won on the speakers platforms; it will be 
won rather on production lines to prove 
in the markets of the world that private 
initiative and voluntary cooperation can 
give the better life. We cannot much 
longer afford the stupid internecine 
strifes that have divided fellow Americans 
or seek security through warring on each 
other. One war at a time iS as much as we 
can handle and our common enemy iS Com- 
munism and its ally Socialism. Fortunately, 
a new and virile leadership is rising in 
the intellectual laboratories — the uni- 
versities — that gives promise of trans- 
lation into governmental and industrial 
policies with which we can, in collabora- 
tion with our friends abroad and at home, 
outmatch our real adversaries. 


"CASH OR CARRY" — whether stock divi- 
dends should be paid out to the benefi- 
ciary or credited to principal — has be-=- 
come such a vital and pervading question 
in trust administration in recent years 
that the revision of the Uniform Principal 
and Income Act undertaken by the Commis- 
Sioners on Uniform State Laws is most 
timely. A ten-point questionnaire is being 
circulated for comments on this as well as 
other areas covered by the Act (see Bar- 
clay column, p. 359, for highlights, and 
article at p. 366 for a novel approach to 
the stock dividend-stock split dilemma). 


FIVE MAJOR AREAS OF POSSIBLE SURCHARGE 
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lurking in the administration of eStates 
and trusts encompass violations of the 
duty of loyalty, improper delegation of 
discretionary powers, failure to seek 
redress for defaults of a predecessor fi- 
duciary, abuses of discretion, and tort or 
contract liability to third parties. These 
dangers are Signalled at p. 312. 


THERE IS NO SINGLE PANACEA for the prob- 
lem of the closely held business interest, 
particularly where the owner has no family 
successor or wishes to pass the business 
on to keymen. A combination of solutions 
may be necessary: redemption, public of- 
fering, insurance, etc. Some of these ave- 
nues are explored from the experience of 
a trustman (p. 324). 


ESTATE PLANNING COUNCILS — now numbering 
more than 100 — are showing increased 
activity and variety in program. Much of 
this may be attributed to the extension of 
the Life Insurance & Trust Council origins 
to the logical four-party membership in- 
cluding attorneys and accountants. Speak- 
ers are more often being brought in from 
other cities, not only as specialists but 
to provide opportunity for exchange of 
experiences end comparison of procedures 
eeeererhaps one of the most promising and 
effective types of program is a one day 
(or afternoon and evening) condensation of 
the two-day seminar and round-table dis- 
cussion session held in Des Moines several 
years ago (see T&E, May 1955, p. 380). 
Probably its greatest advantage was the 
opportunity it gave members of each pro- 
fession to appraise the contributions the 
others could make, through workinr cut the 
asSigned situation at small tab'es at 
which each profession was represented. 
Some novelty is always called for to stim- 
ulate a continuing project of this sort, 
and it is hoped that this and other varia- 
tions will be reported in our future is- 
sues, aS we welcome the opportunity to 
provide a clearing house of ideas and 
experiences. 
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THE TREASURY OFFERING OF 25 YEAR 44% 
BONDS at the end of March surprised those 
who had expected a ten year maturity. This 
first test of the savings-type investment 
demand Since mid-1958 was made possible 
within the statutory limit by the rapid 
decline in yields during March. Bonds are 
callable after 15 years and are acceptable 
at par in settlement of Federal estate 
taxes. 


PART OF THE PRESENT AND MOST OF THE FU- 
TURE of the trust business lie in the 
nands of the talented and conscientious 
young people who are now in or may be 
drawn to our institutions and firms. As 
outmoded investment shackles, and the 
financial rigor mortis they brought, have 
been removed, and aS new areas of con- 
stantly expanding service have opened up, 
trusteeship has gained wide appeal among 
educated young men and women aS a career 
of unusual satisfactions. A survey of our 
"coming generation" — made by one of them 
- confirms this and illuminates their 
hopes and the experiences. Mr. Sperling's 
highly pertinent summarization (p. 320) 
also might well suggest that the time is 
fast ripening to study the feasibility and 





EQUAL 
JUSTICE 
UNDER 
LAW... 






LAW DAY U.S.A. MAY ist 


This ideal has come closer te realization in our America thon in all but « few other countries 





But, in a large part of the world there is mo sharing of such good fortune. For many people 
the court house doors may not even be open—or else the decisions rendered are too often only 
the first step to o concentration camp 

In recocnition of the essential role of Law in this country os the safeguord of individual 
freedoms, Moy | has been proclaimed LAW DAY U.S.A. In grim contrast, this same day in cer- 
tain ether nation: will witness on entirely different kind of May Day celebration. There, citizens 
will perade before rulers who use law, not to provide justice for the individual, but te perpetu- 
ste their own diciatership 

We tote this epportunity of LAW DAY U.S.A. to salute the men and women—poets 
lawyers, philesonhers, judges, teachers, end just plain citirens—whe have contributed se 
much te the cootien and the Pp jen of our American freedoms 








One of the newspaper advertising designs prepared by the Amer- 
lean Bar Association’s Committee on Public Relations in connec- 
tion with the observance of Law Day by President Eisenhower. 
32-page manual is available without charge by writing the As- 
sociation at 1155 East 60th St., Chicago 37, Ill. 
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public value of making trusteeship an in- 
dividual profession as well as a corporate 
business. The high quality of our graduate 
schools provides an excellent foundation. 


THE TREASURY'S SUBSTITUTE PROPOSAL for 
Keogh type self-employed pension plans, 
contained in a 12 page letter, dated April 
1 from Undersecretary Scribner to Chairman 
Byrd of the Senate Finance Committee, has 
evoked criticism in some quarters princi- 
pally because of its requirement that the 
self-employed individual bring his employ- 
ees into the plan. It is also understood 
that each taxpayer would have to obtain 
Treasury approval of his own trust, which 
would involve expense as well as delay. 
In general, plans would have to come with- 
in the ambit of Sec. 401 of the Code deal- 
ing with the traditional employer plans. 
The feeling is that the proposal is com- 
pletely unworkable and runs counter to the 
Spirit of the House-passed H.R. 10 whose 
Sponsors are expected to put forth some 
compromise version. 


"NATIONALISM" IS BRINGING A WAVE OF CON- 
FISCATION of private property in some of 
the poorer or less stable countries, not 
in the Soviet style so much as the Castro 
manner in Cuba, where little or no pay= 
ments have been made to plantation owners 
and other propertied non=nationals or non- 
conformers for holdings stolen under the 
Sweet-smelling semantic banner of "re- 
form". Their rationalization takes the 
prize for "Pretzel Economics", such as 
Mikoyan's recent toast to Cuba's land "re- 
form". "Big landowners have nothing to 
complain about. In the Soviet Union we 
confiscated all means of production.... 
without compensation". In the U.S. we are 
more fortunate: only 52% can be tax-con- 
fiscated from corporations, and not more 
than 91% from individuals — unless one or 
more states get into the act. 


EQUITY HOLDINGS OF THE 311 COMMON TRUST 
FUNDS that by Plan or policy hold common 
Stocks aggregated $1,429 million at the 
1959 year-end with 699 corporations in the 
list. This compares with the figure of 
$1,269 million in the 300 Funds studied 
by Trusts and Estates a year earlier....In 
terms of number of funds holding the 
Stock, the biggest gainers were A.T.&T. 
(up 29), Bethlehem Steel (up 28), Gen. 
Motors (up 27) and U.S. Steel (up 26). 
Thirty-three other companies made gains of 
10 or more. Details at p. 338. 
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Southern Trust Conference 
Program Set 


The 1960 Southern Trust Conference 
of the American Bankers Association 


will be held at Colonial Inn-Desert 
Ranch, St. Petersburg, Fla.. on May 
12-13. Recruitment and Training of 
Trust Personnel will be discussed by 
Turner Rice, vice president and trust 
officer, Birmingham Trust National 
Bank, followed by The Power of Speech 
to Stir Men’s Blood presented by A. M. 
McNickle, vice president, Pittsburgh Na- 
tional Bank. Observations of a Trust 
Examiner is the subject for J. Anton 
Conner, Review Section Chief, Federal 
Deposit Insurance Corporation, Wash- 
ington. 

The Thrusday afternoon session will 
feature a Panel on Taxes with three 
Florida attorneys as panel members: 
Leonard W. Cooperman and William J. 
McLeod of St. Petersburg, and John 
Trenam of Tampa. The dinner speaker 
will be Colonel A. K. Styles of Holly- 
wood, Fla. 

The Friday morning session will hear 
Charles W. Hamilton, president, Trust 
Division, American Bankers Association 
and senior vice president and trust officer. 
National Bank of Commerce, Houston, 
on Trust Services Beyond the Call of 
Duty. He will be followed successively 


by Joseph R. Gathright, vice president 
and trust officer, Kentucky Trust Co., 
Louisville, on Pension and Profit-Shar- 
ing Trusts and Joseph A. McClain, Jr., 
Tampa attorney, on Double Domicile 
and Conflict of Laws. 

In the final session on Friday after- 
noon Charles S. Onderdonk III, trust 
investment officer, Montgomery County 
Bank & Trust Co., Norristown, Pa., will 
speak on Common Trust Funds, and 
Joseph A. Jennings, vice president, 
State-Planters Bank of Commerce and 
Trusts, Richmond, will discuss Trust In- 
vestments. 


A AA 


Detroit A.1.B. Sponsors Trust 
Seminar for Bankers 


A seminar for bankers to learn ebout 
trust services — especially the answers 
to typical customer questions — was 
sponsored on four Tuesday evenings 
in March by the Detroit Chapter of the 
American Institute of Banking. Each 
session lasted two hours and the spezak- 
ers were drawn from Detroit trust in- 
stitutions. 

Topics and speakers were: Trusts and 
Guardianships by Norman B. Weston, 
vice president and assistant trust officer, 
National Bank of Detroit; Agency Ser- 
vices by Carroll S. Anderson, trust off- 





cer, Manufacturers National Ban :; Sep. 
tlement of Estates by Daniel E. Kuhn. 
lein, assistant trust officer, City Bank: 
Trust Services for Corporation: by J. 
Donald Orth, vice president ar trust 
officer, Manufacturers National Bank: 
Investment of Trust Funds by \\. Hoy. 


ard T. Snyder, trust ofiicer, Detro 
& Trust Co.; Estate Preservati 
Planning by Stewart E. McFadden, vice 
president and assistant trust officer, Na- 
tional Bank of De:roit; and finall\ a skit 
entitled Overcoming Road Blocks featur. 
ing Sinclair J. Harcus, trust officer, 
Manufacturers National Bank, John FE. 
Park, trust officer, Detroit Bank & Trust 
Co., and Thomas W. Payne, assistant 
trust officer, National Bank of Detroit. 
A A A 
PENSICN SEMINAR SET 

The Ninth Pension and Profit-Sharing 
Seminar to be held by Kennedy Sin. 
claire, Inc., trust advertising and sales 
training agency, will be conducted June 
6-9, at the Sheraton Atlantic Hotel in 
New York City. Topics will include 
fundamentals, selling and administra- 
tion, advantages to the bank of this 
type trust business, where to find the 
business, the growth of this market 
among smaller firms and among unions, 


3ank 
2 and 


and latest developments in self-employed 


individuals’ retirement legislation. 
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“RECORDING THE DOWRY” by Albert Anker 


Printed by Stehli Freres of Zurich, this is one of the famous prints in the collection at Trusts AND Estates library. The scene is in the 
office of a Notary who, in Switzerland, must be qualified as a lawyer. 
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FOR PENSION PLANNERS: new analysis of latest pension 








nk plans for leading companies in 114 industries 

nd : 

we F ; Recent developments in pension programs, affecting 

Na- @ Contains Answers to These } ; 

kit a more than one-third of all employees in the country 

Kit @ Important Problems : ? : 

ur al SRE ETO covered by private plans, are reviewed in our 7960 

: presi gpaienpn tna Study of Industrial Retirement Plans. 

ti { Ee eta Bankers Trust, long a leader in pension planning and 

7 he damiienieias administration, has prepared this 228-page book as 

. & * VESTING part of its continuous activity and extensive research 
j + Caner ee Seen anne in the field. The book is especially valuable to execu- 
j e PENSION BENEFITS . ‘ . F 

NORMAL PENSIONS tives concerned with pension planning, because it 

ae Coane daemeae covers the most recent developments, new programs 

¢ METHOD OF FUNDING and changes in existing plans. 

ales * PLUS ACTUAL CASE HISTORY 

une REFERENCE TABLES To get your copy of 7960 Study of /ndustria/ 

de Write for Your Copy Today Retirement Plans, please write on your 
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HIDDEN LIABILITIES OF FIDUCTARIES 


Five Areas of Caution for Executors and Trustees 


ROBERT F. DEWEY 


Vice President and Senior Trust Officer, First National Bank of Arizona, Phoenix 


URCHARGE LIABILITIES OF FIDUCIARIES 

may generally be grouped under 
three broad categories. The first involves 
violation of the primary duty of loyalty 
on the part of the trustee. Second covers 
illegal or improper action or non-action 
including unreasonable or imprudent 
conduct. The third area is twofold: the 
extensive field of tort liabilities and also, 
liability resulting from contracts en- 
tered into by the trustee. 


In recent years, more and more of the 
reported cases on surcharge involve a 
corporate rather than an individual fidu- 
ciary. This may be due to the increasing 
number of appointments of professional 
trustees as well as the fact that the cor- 
porate fiduciary possesses financial re- 
sponsibility, continuing existence and 
ability to make full restitution when 
called upon to do so. These are also very 
good reasons why any person, when con- 
sidering the appointment of a trustee, 
should weigh favorably the selection of 
a professional corporate trustee. 


While there seem to be no cases in any 
jurisdiction which directly hold the cor- 
porate trustee to a higher degree of care, 
diligence or skill than an individual fidu- 
ciary, it seems only good business for a 
trust company to publicly proclaim that 
it possesses a high degree of skill and 
fidelity and, in addition to proclaiming 
these fine virtues, to tell each and every 
customer, present and prospective, that 
it will gladly be judged by them. 


Loyalty — Loyalty is the foundation 
stone of trusteeship. Louis S. Headley 
says that “Loyalty in the abstract be- 
comes, for trust men, a concrete work- 
ing rule of procedure.” Professor Scott 
has called it “the fiduciary principle.” It 
is basic, of course, that all profits and 
gains earned by the trust estate belong 
to thr: trust and not to the trustee. In 
New Jersey this principle required the 
trustee, who was also in the business of 

This article, written at the request of the editors, 
is based upon a thesis submitted in partial fulfill- 
ment of the requirements of the Pacific Coast Bank- 
ing School at the University of Washington. A copy 


of the thesis can be obtained from the author as 
long as the supply lasts. 
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insuring real estate titles, to refund to 
the trust all premiums which it received 
for mortgage title policies issued on 
loans made with trust funds. This even 
though the fees were paid by the bor- 
rower and not the trust. Trustees who 
receive commissions on the writing of 
insurance on trust property must ac- 
count to the trust for the commissions. 
In a Missouri case* the trustee was a 
partner in a mortgage and real estate 
firm. The firm made mortgages for the 
trust and received the usual and ordi- 
nary commissions in such cases from the 
borrower. It was held that the trustee 
must repay to the trust the entire com- 
missions received by the partnership, not 
just the trustee’s partnership share. 

A Rhode Island situation*® has inter- 
esting implications to all commercial 
banks making secured loans to custom- 
ers and also seeking appointments as 
executor of the same customers’ Wills. 
The bank held a note secured by collat- 
eral and thereafter accepted appointment 
as executor under the will of the same 
customer. As executor, it sold the col- 
lateral for $15,000, applied the proceeds 
against the loan, leaving a balance due 
of $5,000, all of which was in accord- 
ance with the pledge agreement. The 
court held that there was a conflict of 
interest as executor and creditor and dis- 
allowed the bank’s claim for the $5,000 
balance. There is, however, a strong dis- 
sent to this opinion. 

The injunction against self-dealing by 
the trustee, of course, extends to its em- 
ployees and directors. A corporate trus- 
tee sold real estate in the trust and paid 
a commission to a director who, as a 
broker, procured the sale. In surcharg- 
ing the trustee for the commission so 
paid, the court said that the trustee and 
the beneficiaries were alike entitled to 
the services performed by the director in 
the sale and, in addition, were entitled 
to the free exercise of the judgment of 








lLiberty Title and Trust Company v. 
(1950), 6 N.J. 28, 77 A. 2d 219, 221. 

2Coronet v. Coronet, (1916), 269 Mo. 298, 190 S.W. 
333, 345. 

3Industrial Trust Co. v. Dean, (1942), 67 R.I. 504, 
25 A. 2d 552. 


Plews, 


the director, uninfluenced by the hope of 
any individual gain.* 


Improper Delegation — Trustees in 


the past, nearly always innocently, have © 


involved themselves in a manner result. 
ing in personal liability by reason of im. 
proper delegation of discretionary pow. 
ers. Generally, delegation of discretion. 
ary powers makes the trustee a guaran- 
tor of the result. A very interesting and 
rather well-known California case illus. 
trates this situation.’ The trustee, a large 
metropolitan bank, was urged by one of 
three beneficiaries to sell stocks having 
a value of $800,000 and reinvest in 
bonds. He argued eloquently that specu- 
lative elements were loose in the market; 
that the market was at an all time high; 
and that the stocks might well be repur- 
chased cheaper at a future date. (At the 
time the Dow-Jones Industrial Average 
was at 252.) The total trust was $3,000,- 
000 and invested approximately 50% in 
bonds and 50% in common stocks. Fin- 
ally, against the trustee’s judgment, and 
upon assurance from the beneficiary that 
he would obtain the consent of the other 
beneficiaries, the sales were made. The 
consent of one beneficiary was never ob- 
tained. The California court, on the com- 
plaint of the non-consenting beneficiary, 
surcharged the trustee for improper dele- 
gation of its functions to the “eloquent” 
beneficiary. The trustee was charged 
with the costs of the sale and reinvest: 


ment, the capital gains tax incurred, plus | 
interest. It is comforting, however, to | 


note that the court did not base the sur- 
charge on the appreciated value of the 
stocks sold, as was contended for by the 
beneficiary. 


In another California situation,® an 


elderly lady was acting as guardian. She | 
had also acted as executor in her hus | 
band’s estate with directions in the will 7 


to retain a named lawyer as the estate 


attorney. She also retained him as coun: | 


*Purchase v. Atlantic Safe 
(19138), 81 N.J. Eq. 344, 87 A. 444, 447. 
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5Wells Fargo Bank & Union Trust Co. v. Talbot, i 


(1956), 141 Cal. App. 2d 309, 296 P. 2d 848. 


®Gaver v. Early, (1923), 191 Cal. 123, 215 P. 394, § 
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sel in the guardianship. She was sur- 
charged for misappropriation of guard- 
janship funds by the attorney to whom 
she had improperly delegated some of 
her guardianship functions. 

The basic principle that delegation is 
improper and results in surcharge also 
applies to improper delegation to co- 
trustees. as a New York case’ illustrates. 
A bank and widow were co-trustees. In 
October 1930 the bank’s trust committee 
decided certain bonds in the account 
should be sold and continuously recom- 
mended such sales. However, the widow 
(co-trustee) and the family refused. 
After the depression, and a major loss 
in the bonds, the beneficiaries success- 
jully sought to surcharge the bank for 
the loss on the grounds that the bank 
had improperly delegated its function to 
the widow. The court uses language 
which is worthy of repeating. “*** the 
corporate trustees owed a greater duty 
to the decedent than to be pleasant to his 
family. There would have been no neces- 
sity for him to have named the trust 
company as co-trustee had he desired to 
have his widow control the trust fund.” 
A corporate trustee involved in disagree- 
ments with co-trustees should not hesi- 
tate to petition the proper court for in- 
structions in such situations; to do oth- 
erwise may result in serious surcharge 
liabilities. 


Successor Trustees — While a suc- 
cessor fiduciary is not ordinarily liable 
for the defaults of his predecessor, it be- 
hooves every trustee in a successor ca- 
pacity to proceed cautiously and step 
lightly. The acts of the predecessor in the 
administration of the trust must be ex- 
amined carefully. The successor should 
employ, in such examination, the same 
care and caution a prudent man would 
employ if he were dealing with his own 
funds. A successor continuing to hold 
improper investments made by a pre- 
decessor is generally liable for any loss 


"In re Garland’s Will, (1936), 159 Misc. 333, 287 
N.Y. Supp. 918. 
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resulting. In Nebraska a successor guard- 
ian was held liable for loss on a $10,000 
farm mortgage loan made by a prior 
guardian where the prior guardian had 
failed to obtain a court order authoriz- 
ing the loan.§ 


In Pennsylvania® a bank was named 
as trustee in a will in which a prominent 
local attorney was named executor. This 
is not an uncommon situation. One year 
after the bank was appointed trustee it 
received distribution of $7,000 of an es- 
tate that totaled $46,000. Three years 
after the death of the decedent the execu- 
tor died having made no further distri- 
bution to the bank as trustee. It turned 
out that the entire balance of the estate 
had been misappropriated by the execu- 
tor. The bank was surcharged for the 
loss involved on the basis that, for four 
years, it had taken no steps to secure an 
accounting from its predecessor. The 
court said: “Overconfidence, even in a 
brother, will not excuse a failure to per- 
form a duty imposed by the trust.” 


The oft-found provision requiring a 
trustee to make payments to a widow un- 
til death or remarriage is interpreted in 


SBeaty v. Hylton, (1944), 144 Neb. 183, 13 N.W. 
2d 99, 105. 

"In re Kline’s Estate, (1924), 280 Pa. 41, 124 A. 
280, 283, 32 A.L.R. 926. 
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a South Carolina case.1° In 1946 the 
trustee bank was told by the widow’s 
children that she had entered into a com- 
mon law marriage six years earlier. The 
bank took the position that legal proof 
of such remarriage must be submitted 
before it would terminate payments. The 
bank was surcharged for income paid by 
it after it received reasonable notice of 
the remarriage. Fortunately for the bank, 
this was held to be in 1946, -when it was 
so advised by the children, and not in 
1940, the date of the marriage. 


Discretion — In recent years, settlors 
have been more willing to grant and 
trustees more willing to accept broad 
discretionary powers concerning pay- 
ments of both income and principal to 
beneficiaries. Even so, most modern trus- 
tees would hesitate to accept the discre- 
tion granted in a trust in Missouri where 
the trustee was authorized to make cer- 
tain payments if the beneficiary should 
be a “woman of good reputation.”!! The 
courts have been liberal in supporting 
the discretion exercised by trustees and 
have generally resisted the temptation to 
substitute their own judgment and apply 
hindsight. One of the comparatively few 








10Rodgers v. Herron, (1954), 226 S.C. 317, 85 S.E. 
2d 104, 113. 

Williams v. Hund, (1924), 302 Mo. 451, 258 S.W. 
703, 709. 
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cases where the trustee was surcharged 
for abuse of discretion in making pay- 
ments of principal to a beneficiary arose 
where payments were made solely on the 
basis that the beneficiary had been 
brought up in luxury and the payments 
were necessary to maintain her luxur- 
ious standards.'* 


Liabilities To Third Persons — 
Sometimes overlooked is the fact that a 
trustee is personally liable in its individ- 
ual or corporate capacity for damages 
resulting from torts or wrongful acts 
committed by the trustee or its agents. 
Neither the trust nor the beneficiaries 
are liable. The trustee himself, individ- 
ually, must answer and pay. It is true, in 
many instances, if the trustee is not per- 
sonally at fault, reimbursement or in- 
demnification from trust assets may be 
had by the trustee. However, this is small 
consolation to a trustee who has made 
final distribution to beneficiaries who 
are no longer available, or insolvent, or 
where trust assets are insufficient. A 
fairly recent and well-known California 
case’® illustrates this point. The executor 
continued the operation of an automo- 
bile agency pursuant to a proper court 


12In re O’Neil’s Estate, (1948), 88 N.Y.S. 2d 718, 
722. 

143Johnston v. Long, (1947), 30 Cal. 2d 54, 181 P. 
2d 645. 


order. The plaintiff was injured while 
delivering gasoline to the premises. 
Eight months after the accident. the es- 
tate was distributed and the executor dis- 
charged. Four months later, twelve 
months after the accident, suit was filed 
against the executor for damages and 
judgment for $87,000 was entered 
against him personally. The court ex- 
pressly held that the beneficiary to whom 
distribution had been made was not 
liable and could not even be made a 
party. Obviously, it behooves all trus- 
tees, with any instinct for survival, to ar- 
range for adequate liability insurance 
before entering upon their duties. 
Trustees are also individually and per- 
sonally liable on contracts entered into 
by them in their trust capacity. This per- 
sonal liability remains on the trustee 
even though the assets of the trust are 
insufficient to satisfy the claim. The 
courts may sympathize with the trustee 
in this situation but, nevertheless, do not 
relax the law fixing the liability.1* The 
astute trustee, of course, will avoid pri- 
mary contract liability by carefully lim- 
iting its personal liability by appropriate 
clauses in the contract. Merely adding 
the words, “as trustee,” in the contract 
or to the signature is not sufficient. The 


14Roger Williams National Bank v. Groton Manu- 
facturing Co. (1889), 16 R.I. 504, 17 A. 170, 171. 
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contract should expressly provide that 
the trustee is not to be personally ‘iable 
and that the parties expressly agr-e to 


look only to the trust assets for sai sfac. 
tion of the contract. 
Wisdom — Before end Af-ier 
A comprehensive review of the cases 
involving fiduciary surcharge liabilities 
compels the conclusion that the courts 
have, in most instances, been fair and 


reasonable in judging the actions of trus- 
tees. A New Jersey court, in refusing to 
surcharge a trustee, following a tremen- 
dous drop in value of trust assets in the 
great depression, said “Wisdom after the 
event is not the test of responsibility.” 
So long as courts use this degree of wis. 
dom, trustees may go about their duties 
without being concerned unduly about 
unfair surcharges. 

The trustee in the modern world must 
be prepared to apply a high degree of 
care, skill and prudent judgment to the 
management problems arising in the ad- 
ministration of trusts and estates. No dis- 
interested person, in or out of the trust 
business, can sey that such a standard is 
unreasonable. Down through the years, 
the courts have not been unreasonable in 
judging the actions and conduct of trus- 
tees. There is no reason to believe that 
the judges of tomorrow will apply any 
different test. 

A A A 
Southern Trust Conference 
Committee Heads Appointed 


The following committee chairmen 
for the third annual Southern Trust Con- 
ference of the American Bankers Asso- 
ciation have been announced: General 
Chairman—Dean C. Houk, vice presi- 
dent and trust officer, Union Trust Co., 
St. Petersburg; Program — F. K. 
Schoonmaker, vice president and trust 
officer, First National Bank. Clear- 
water: Finance — J. Ted Johnson. vice 
president and trust officer, Citizens Na- 
tional Bank, St. Petersburg; Hotel and 
Facilities — Clair B. Owen, Jr.. irust 
officer, Florida National Bank of Jack- 
sonville, St. Petersburg; Publicity — 
Robert J. Pedgrift, senior trust officer, 
First National Bank, St. Petersburg: 
Registration, Information and Door 
Prizes — Mr. Johnson: Entertainment— 
Robert W. Cohoe, vice president and 
senior trust officer, Union Trust Co., and 
Robert A. McPheeters, vice president 
and trust officer, City Bank & Trust Co.. 
both of St. Petersburg; Ladies Enter- 
tainment and Hostess Mrs. Cohoe 
and Mrs. McPheeters. 

The Conference will be held in St. 
Petersburg May 12-13. 
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Sound Bar Relations and Other 
Topics Appraised at Georgia 
Trust Conference 


With a record registration of 61 dele- 
gates, the Trust Division of the Georgia 
Bankers Association held an outstanding 
meeting at Savannah on March 24-25. 
The first topic on the program was 
“Management of a Going Business” and 
was handled in question-and-answer 
form by W. A. Stark, trust officer of 
Citizens & Southern National Bank, and 
Carroll P. Jones, vice president and trust 
officer of Trust Company of Georgia, 
both Atlanta. A Macon attorney, Charles 
M. Cork, then discussed “Selected Prob- 
lems in Estate Administration.” He was 
followed by L. B. 
Raisty, vice presi- 
dent of Federal Re- 
serve Bank of At- 
lanta, with an ap- 
praisal of “Busi- 
ness in 1960,” and 
a representative of 
the Atlanta office 
of the Internal 
Revenue Service 
who described that agency’s approach to 
“Valuation of Business Interests.” The 
closing feature of the first afternoon’s 
session was a talk on “Pensions and 
Profit Sharing” by Guy Fairbanks, man- 
ager of the Atlanta office of Bowles, An- 
dres & Towne. 





JAMES C, SHELOR 


One of the points emphasized by Mr. 
Cork, citing Revenue Rulings 56-270 and 
60-87, was the necessity of caution in the 
selection of assets to go into the marital 


deduction trust where the pecuniary 
type formula has been used in the will. 
He further indicated that these rulings 
leave open the question as to what is a 
pecuniary formula and what a fraction 
of the residue formula. 

A most entertaining dinner address 
was given by Robert M. Hitch, Savan- 
nah attorney, who painted a beautiful 
verbal picture of various types of testa- 
tors. His talk is reprinted at p. 261. 

The Friday morning meeting opened 
with an address by Judge Victor Jen- 
kins, Ordinary of Chatham County. 
Then came a panel discussion on “In- 
vestments” the participants being Ab- 
ram Minis, Jr., local investment coun- 
selor; Paul Manners, vice president of 
First National Bank of Atlanta; and 
Charles Wray, trust investment officer of 
Fulton National Bank, Atlanta. New 
business development occupied two 
places at this session, with Frank D. 
Miller, vice president of Citizens & 
Southern National Bank of Atlanta, 
treating of “Contacts with Will Custom- 
ers,” while “Commercial Officers” were 
dealt with by J. Ben Moore and Murphy 
M. Holloway, Jr., both vice presidents 
and trust officers of their respective 
banks, First National of Atlanta and 
First National Bank and Trust Co. of 
Augusta. 

The remaining item on the program 
was a well organized and dispassionate 
review of the relationship between at- 
torneys and trustment by John S, Cand- 
ler, II, of the Atlanta Bar. The success 
of the Georgia pattern, outlined at p. 
317, suggests emulation elsewhere. 
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Returning to the post he held so: ie 15 
years ago, James C. Shelor was © ected 
to head the Trust Division, sucx ding 
Harvey Hill, vice president and gv neral 
trust officer of Citizens & Souther, Na- 
tional Bank of Atlanta. Mr. Shelor. who 
is vice president of Fulton Nationa! Bank 
of Atlanta, was chairman of the Pro. 


gram Committee for this meeting 
A A A 


Kansas Trust Division 
Holds Annual Conference 


Taxes, fees and real estate matters 
were discussed at the annual Trust Con- 
ference of the Kansas Bankers Associa- 
tion held in Wichita, March 29. 

After the report of KBA Trust Divi- 
sion president Willard Hill, who is vice 
president and trust officer of First Na- 
tional Bank, Wichita, and a welcome 
from KBA vice president W. Earl 
Wright, executive vice president of Cloud 
County Bank, Concordia, the delegates 
heard Wichita realtor Nestor R. Wei- 
gand on “What’s Happening in Real Es- 
tate.” Eldon Sloan of Topeka, director 
of property valuation for the Kansas 
Commission of Revenue and Taxation, 
then discussed “Some Aspects of Intan- 
gible Taxation.” 

The afternoon session included the 
business meeting and two addresses. 
George B, Powers, Wichita attorney, 
spoke on “There Ought to be a Law” and 
Melvin A. McGlasson, trust officer, First 
National Bank & Trust Co., Oklahoma 
City, discussed “Basis of Fiduciary Fees.” 
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Trust Co., New York, and Robert K. 
Christenberry, New York postmaster, listen 
to William C. Stolk, right, president of 
American Can Co., as he describes the new 
mailing cylinders developed to call attention 
to the 150th anniversary of canning. Bankers 
Trust, the company’s transfer agent, set up 
production lines with the aid of American 
Can employees and machinery to insert 
and mail that company’s annual report in 
the new containers, the first time an annual 
report has been mailed in a company’s own 
product. 
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HOW LAWYERS AND TRUSTMEN 
am, Sreceaspully Together 


JOHN S. CANDLER, |! 


Candler, Cox, McClain & Andrews, Atlanta, Georgia 
Chairman, Subcommitiee on Wills and Trusts, Unauthorized Practice of Law Committee, Atlanta Bar Association 


HE SITUATION IN GEORGIA OFTEN IS 
TV vited as a model of mutual under- 
standing between trust institutions and 
the Bar. A pioneer joint policy state- 
ment was one issued by the four Atlanta 
clearing house banks and the Atlanta 
Bar Association more than a quarter of 
a century ago. It recognized among 
other things that trust institutions prop- 
erly and beneficially engage in the busi- 
ness of administering estates and trusts 
and that such business requires legai 
services to be rendered only by qualified 
attorneys-at-law. From time to time, re- 
presentatives of the two groups have 
conferred to interpret the joint declara- 
tion in the light of current experience 
and occasional border line cases arising. 
The soundness and wisdom of the prin- 
ciples enumerated are attested by total 
lack of suggestion for their modification. 

Ever-multiplying complexities in this 
age of collapsing time and space have 
introduced other people into the field of 
estate and trust planning and admini- 
stration. Last summer, the Standing 
Committee on Unauthorized Practice of 
the Law of the American Bar Associa- 
tion reviewed the situation and rendered 
its unqualified opinion, supported by 
authority, that estate planning is essenti- 
ally a legal problem. 

-This opinion recognizes lay activities 
as legitimate aspects of estate planning 
and that motivating individuals to put 
their affairs in order is in the public 
interest. Selling life insurance or solici- 
tation for appointment as executor are 
proper lay activities and the general ex- 
istence of such well known things as 
estate taxes, administrative shrinkage, 
continuity of life of a corporate fiduci- 
ary, and investment policies of life in- 
surance companies and common trust 
funds may be pointed out, but applying 
the law to the particular facts of a given 


| Situation and determining, or failing to 


determine, such questions as who are 


ee 


Condensed from address before Trust Division, 
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one’s heirs, what property qualifies for 
marital deduction, where title to prop- 
erty is vested, or what interests exist 
under social security laws, pension plans, 
dower rights, widow’s allowances, or 
lapsed legacies or devises, constitute 
law practice and are forbidden to lay- 
men. 

Last fall, representatives of the At- 
lanta Bar Association’s Committee on 
Unauthorized Practice of the Law met 
with the trust officers of the four Atlanta 
clearing house banks to review the cur- 
rent status of the matter. After redeter- 
mining the old declaration of policy still 
to be completely adequate, both groups 
recognized that there have been and still 
will be isolated instances of non-compli- 
ance and that periodic frank and co- 
operative discussions of these cases will 
serve to minimize their number. 


Some Overenthusiasm 


It is difficult for new and inexperi- 
enced, but enthusiastic, trust personnel 
soliciting business to identify the thin 
line between pointing to the existence of 
a problem as a fact and its solution as 
a question of law. Even most experi- 
enced trust officers cannot always evade 
direct questions of customers involving 
an application of law to a given situa- 
tion. 

While it is desirable that a customer’s 
interest be stimulated by suggesting 
what may be done for him, those solici- 
ting fiduciary business should refrain 
from offering any specific solutions and 
certainly should not make any sugges- 
tions as to particular clauses which 
should be included in a will. Some of 
the younger men over-zealously and in- 
nocently have been guilty in this regard. 

There are some complaints of banks 
expressing themselves as to attorneys’ 
fees. More than one trust department 
is charged with seeking to secure reduc- 
tions in attorneys’ fees billed at reason- 
able and minimum scheduled rates. 

In defense of trust officers, frequently 


any overstepping of the line or other 
friction with members of the bar results 
from actions of others such as commer- 
cial personnel or trust committees that 
occasionally embarrass trust officers by 
disapproving, or imposing unnecessary 
conditions upon, plans co-operatively 
worked out in detailed negotiations and 
conferences among trust officers, coun- 
sel, and beneficiaries. 


On the Other Side 


Trust institutions also have justified 
complaints against the bar. While com- 
paratively easy for four principal trust 
officers to secure substantial compliance 
with the established policies, the Atlanta 
Bar Association cannot assure control of 
its own members, much less the lawyers 
who are not members. Fortunately, most 
specialists in the estate and trust prac- 
tice do co-operate. 

Since the fall conference, Atlanta Bar 
Association members have been admon- 
ished not to procrastinate in processing 
wills and trust instruments and told that 
any undue delay is not fair either to the 
client or to the trust officer generating 
the client’s interest. 

There are lawyers, particularly older 
ones and some in rural areas, who still 
think that they are the only qualified 
executors and administrators of estates 
and that trusts are inherently evil. The 
grim reaper, the Internal Revenue Ser- 
vice, and more enlightened substantial 
property owners gradually are solving 
this problem and more and more mem- 
bers of the bar are recognizing the ad- 
vantages of the corporate fiduciary-qual- 
ified lawyer team. 

The importance of continued and con- 
stant trust institution advertising to the 
members of the bar and, even more so, 
to the students in the law schools, can- 
not be over-emphasized. Sponsorship of 
will writing contests in law schools 
causes young prospective lawyers to 
name corporate fiduciaries in the first 
wills they draft. 
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Perhaps the most difficult problem 
trustmen encounter is dealing with a 
customer’s attorney who is incompetent 
in this field. Typically, his draftsman- 
ship is inedaequate, your forms are 
copied inconsistently and inappropri- 
ately for the particular problem, or he 
asks you, the layman, how he, the sup- 
posedly qualified professional, should do 
his job. The Atlanta Bar Association 
members have been warned that they 
cannot expect you not to practice law 
if they come to you and ask you how. 
Most experienced trust officers are pos- 
sessed of the diplomacy and tact re- 
quired to meet this situation when it 
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arises. Certainly making suggestions to 
a lawyer for his consideration cannot be 
classified as harmful unauthorized prac- 
tice of law. 

Meanwhile, the number of incompe- 
tents in this field is being reduced by 
greater emphasis upon estate planning 
and the law of taxation in law schools, 
the tendency toward specialization and 
larger law firms composed of specialists, 
continuing education programs of the 
bar associations, estate planning coun- 
cils and other mutual study groups, in- 
crease in legal publications devoted to 
the specialized subject including those 
disseminated to the bar by trust institu- 





DOLLARS IN SECURITIES 


AND OTHER ASSETS NOW ENTRUSTED TO OUR CARE 


tions, the tendency of the public and 
other lawyers to recognize the import. 
ance of consulting specialists, th 
cost of incompetent advice, and eleya. 
tion of the standards required 
mission to the bar. 
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To Common Public 


A large number of our prospective 
customers and clients know little, if any. 
thing, about either of us or the services 
each renders. They may be suspicious of 
either or both of us. It is essential that 
we know each other well and that each 
of us be able sincerely to “sell” the 
other’s necessary place on the team. 

Some people with implicit trust in our 
integrity are reluctant to incur the ex. 
pense involved in the services of either 
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of us. They do not understand the value ‘ 


of the services, they fear charges ex. 
cessive by their standards, they are 
penny wise and pound foolish, or they 
are misers who need an estate plan be. 
cause they’ve been chiseling all of their 
lives. Hence, while under our code 
neither of us ever should pass judgment 
on the amount charged by the other, it 
may be necessary, and it certainly is 
appropriate, that each of us, when ques- 
tioned on the subject of fees payable to 
the other, should point up the import- 
ance of the other’s services; describe the 
skill, experience, and effort required; 
and explain that such services earn ade- 
quate compensation. 

Old football players will recognize 
that this all sums up to good teamwork. 
When you carry the ball, we block for 
you. When we carry the ball, you block 
for us. If either of us tries to take the 
ball on the other’s play, nobody is 
blocking, the ball may be fumbled and 
even lost, and, at best, we take a loss 
which can be made up only by calling 
an excessive time out and huddling to 
correct the misplay of the one of us 
who tried to play the other’s position. 
When each of us executes the plays of 
performing our own functions in mut 
ual support of each other, we make 
frequent scores for our customers and 
clients. 
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e The Second Institute on Estate Plan- 4 
ning and Federal Taxation, sponsored | 
by St. Mary’s University School of Lav) 
and San Antonio Bar Association, will 7 
be held May 12-13 at the Hilton Hotel in} 
San Antonio. Topics include The Chari- 7 
table Foundation in Estate Planning. 
Problems in Planning from Trust Off § 
cer’s Viewpoint, Powers of Appointment, © 
Buy and Sell Agreements, Tax Aspects § 
of Insurance and a full session on i 
vestments. 
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Property 


When you drive along a highway you think ahead 
continuously, making decisions about traffic prob- 
lems, the most direct route, the safest way to 


reach your destination. 


With Hanover in the financial planning picture, 
this is exactly the kind of thinking your clients can 
apply to their property. Result: a clear determina- 
tion as to whether present conveyances will reach 
their testators’ goals by the most direct, economical 


route. 
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HE ATTITUDE OF BANK MANAGEMENT 
; poe the young man in the organ- 
ization has undergone considerable 
face-lifting in recent years. This prompts 
the question: under these more favor- 
able circumstances, how do men who 
have recently entered trust work react 
to their apprenticeships? From their 
perspective, how do they view trust work 
in terms of its business function and in 
the very personal terms of their own 
careers? 

To get some specific replies to these 
general questions, I conducted an in- 
formal survey in the form of a question- 
naire sent to twenty-five young trustmen 
in Boston, most of whom were non-ofhi- 
cers with on- the-job experience of less 
than three years. 


Choosing Trust Work 


Replies to the question, “What cir- 
cumstances led to your choice of trust 
work as a career?” split the group into 
two parts. One was made up of those 
whose prior interests coincided with 
what trust work had to offer. This in- 
cluded those interested in investment 
analysis and those who became interest- 
ed in estate and trust problems in law 
school. The other part — by far the 
larger —- were men who had not speci- 
fically considered a trust career in the 
first instance. This would include men 
who initially interviewed for, or who 
chose jobs in commercial banking and 
because of exposure to the trust depart- 
ment or because of the bank’s needs 
later went into trust work. Also among 
this group would be the young man who 
simply stumbled across the possibility 
of trust work while “shopping” for a 
job. 

One man, whose decision was rather 
spontaneous, put it this way: “During 
my first interview I was asked what 
particular branch of banking I was in- 
terested in — to which I replied, Trust. 
To this day I don’t know why I said 
it. It simply was the first term that came 
to mind. At any rate I was hired and 
trust work it was.” 
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Trust Service AS A CAREER: 


The Young Man’s Perspective 


PETER RIDLEY SPERLING 


The Merchants National Bank of Boston 


Another said: “I completed a two 
year formal bank training program, 
most of which concerned commercial 
banking. The last stage of my training 
was in the trust department. I decided 
that I preferred trust work and request- 
ed permanent assignment to the trust 
department.” 

No one mentioned that his initial in- 
terest in trust work (as opposed to com- 
mercial banking) came from exposure 
to material available at college or gradu- 
ate school placement offices. There was 
some feeling in the group that banks 
should strive to get more facts on trust 
work before the prospective graduate. 
One man, commenting on the point that 
lack of information might deter a man 
said that “. . . a irust career might seem 
like a low-paying, humdrum existence 
in which the advancement is slow .. . 
The dynamic factors of the work should 
be highlighted.” 

Perhaps banks should ask themselves: 
— are we “selling” the idea of a irust 
career to the right number of the right 
people? 


At the Start 


A widely held preconception about 
trust work was the expectation that im- 
mediate personal contact with customers 
would be an important part of the job. 
For example, a typical comment was, 
“. .. what appealed to me primarly was 
the fact that I would be in personal 
touch with customers, in a position to 
exercise discretion which in itself would 
give room for self-expression... . | 
would be in a position to help people 
with their problems, which to me repre- 
sents considerable satisfaction.” 

The majority of men, however, soon 
realized that the rewards of personal 
contact had to be put aside temporarily 
while basic procedures were learned. 
Most men were amazed at the intricate, 
behind - the - scenes administrative and 
operative set-up. 

The young man soon learns a new 
respect for detail and the necessity of 
mastering detail, without letting the de- 


tail master him. Once this is done, once | 
fundamental operating procedures are 
understood, and once his own place in 
the organization is clear — then the 
young man is equipped for more imagi- 
native challenges. Whatever area he be. 
comes connected with — Settlement of 
Estates, Personal Trusts, Corporate 
Trusts, Investments, Business Develop. 
ment — he will face a series of demand. 
ing yet interesting problems. 

To enjoy the problems he will meet, 
and to tackle them successfully. he must 


e 
have certain personal qualifications. The 
consensus of the group is that the fol- 
lowing are important: 

1) an anlytical mind and willingness 
to pursue a project or problem to its 
completion; 

2) sufficient imagination to approach 
a problem from more than one direc. 
tion; 

3) ability to communicate effectively 
with fellow workers and customers (mis- 
understanding can be expensive if 
measured in dissatisfied customers or 
mistaken instructions). 

“Satisfaction Guaranteed” 

The participants were asked in a se- 
ries of questions to evaluate their work 
in terms of its personal rewards and in 
the larger terms of how it can benefit 
others. The response was definitely af: 
firmative in indicating that trust work | 
had a great deal to offer. The most fre- | 
quent reasons given could be listed un- a 
der one of three headings: : 

a) The challenge of facing problems 

b) The satisfaction of being of real § 
service to individuals 

c) The stimulation of variety 


One man said that trust work “is full 
of infinite and fascinating variety with 
corresponding scope for exercise of 4 § 
person’s skills and talents.” 

Another: “I derive a great deal of 
satisfaction from the work I am now 
performing (i.e. administrative respol 
sibilities). To me, trust administration © 
can be described as ‘helping or advising 
people.’ To do this successfully and see 
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the results has many very personal re- 
wards. 

Repl'«s dealing with the economic 
function of trust work emphasized the 
management and preservation of capital 
during an individual’s life and after his 
death. One man stated the economic 
rationale in this way. “. . . trust work 
js necessary to our economic and socal 
system. Through the services made 
available . . . there is a lesser depend- 
ence on public agencies to perform du- 
ties which are in the realm of personal 
affairs.” 

In essence, the satisfaction of trust 
work for the young man lies in his 
handling, as a representative of the 
corporate fiduciary, complex and inter- 
esting jobs of financial planning and 
administration to the satisfaction of 
himself, his seniors in the department, 
and the trust customers. 


The Delegation of Responsibility 


To enjoy the full taste of this sort of 
personal reward, it is necessary to have 
been given appropriate responsibility. 
To the young man, responsibility can be 
a sore point if it is not delegated to him 
as rapidly as he feels capable of assum- 
ing it. In the group questioned only a 
very few seriously felt they were not 
given enough responsibility in line with 
their experience, but several were will- 
ing to take on more. 

One man who enjoyed trust work but 
felt he was not given enough scope said, 
“Banks today should expect more from 
their young men, push us harder while 
we are still young enough not to mind 
it, and sweeten compensation a bit to 
keep us more in line with our contempo- 
raries in other lines of endeavor.” 

Yet there is another side to the coin; 
responsibility can not be rushed. One 
man made an excellent and pertinent 
comment on this point: “It seems to me 
that consciously or unconsciously, our 
colleges and graduate schools seem to 
foster the feeling among their students 
that upon graduation one is fully 
equipped for middle, if not top manage- 
ment responsibility. It is my experience 
that this misconception is widespread 
and as a result many new graduates are 
often disappointed in their first job.” 

Along with a proper diet of responsi- 
bility, most men seemed to derive satis- 
faction from personal contact with cus- 
tomers, lawyers and others. Even though 
customer contact was limited in the first 
stages of learning the trust business, 
there was often a sense of vicarious par- 
ticipation because of the assistance ren- 
dered officers in helping to prepare ma- 
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If you do business in California... 
| Fully equipped Trust Department 
offices in 27 cities serve all of California 
... Offer Trust Services through more 
than 600 branches. 
There’s a Bank of America District 
oe Trust Office in each of these California 
cities: 
Bakersfield Oakland San Francisco 
Beverly Hills Pasadena San Jose 
Chico Pomona San Mateo 
Eureka Redlands Santa Ana 
Fresno Riverside Santa Barbara 
Glendale Sacramento Santa Rosa 
Hollywood Salinas Stockton 
Long Beach San Bernardino Ventura 
Los Angeles San Diego Whittier 
* 
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terial — an estate plan or investment 
data, for example. 


Salary and Working Conditions 


Few men waxed ecstatic about their 
salaries but most considered them ade- 
quate. Those who had started at a salary 
they considered inadequate saw the ini- 
tial inadequacy corrected in a year or 
two. 

The group was asked “What do you 
think about Trust Department salaries 
generally?” It was interesting to note 
that nearly every reply speculated or 
gave an opinion on the adequacy of 
salaries in the middle or upper officer 
levels. Opinions ranged the spectrum but 
most were tempered by the fact that 
definite salary facts were unknown. 
Some thought that the top officer salar- 
ies were probably inadequate and not 
competitive with other businesses, while 
others felt the opposite but had doubts 
concerning middle range salaries. One 
man, satisfied with his current salary 
nevertheless said in perhaps the most 
pessimistic comment, “. . . Trust Depart- 
ment salaries leave a great deal to be 
desired. The prospect of attaining a rea- 
sonable salary by the time one retires 
is, in my opinion, a weak spot. . .” 

If there was a general feeling, how- 
ever, it was optimistic; most men recog- 
nized the changing concept of trust sal- 
aries and realized that they were bene- 
fiting personally in a way impossible 
even five or ten years earlier. In addi- 
tion there was an underlying feeling 
that although there still are inadequacies 
(depending on the particular institu- 
tion) the corrective trend has by no 
means lost momentum. 

As to working conditions, opinions 
naturally varied with the physical facil- 
ities of particular institutions. A general 
increase in trust business has brought 
about a problem common to most trust 
departments — lack of space. Offices are 
becoming crowded and _ consequently 
noisy and less efficient. Two counter 
trends should ease the situation. One, 
increased automation will ultimately 
save space as well as increase efficiency. 
Two, existing office facilities are being 
remodeled, or expanded through the ac- 
quisition of new space. 


Training 

The young men were virtually unani- 
mous in expressing the formula for suc- 
cessful on-the-job training: the most 
efficient way to learn is through the 
sympathetic help of the older, more ex- 
perienced men. For the young man this 
means not only following the instruc- 
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tions of his seniors but having them ex- 
plain to him the thinking behind policy 
or procedural decisions. No one really 
benefits from carrying out details with- 
out understanding the broader picture. 
There was a positive feeling that their 
best learning came at those times they 
were in on every step of an account, or 
a problem, and followed through almost 
as an understudy to the officer. The fol- 
lowing quotation expresses a very perti- 
nent summation of group feeling on this 
point: 

“. .. The trust business should not be 
learned by trial and error. This is too 
costly, both to the corporate trustee and 
to the beneficiaries of any given trust. 
The only practical way to learn this 
business is to understudy an experienced 
senior trust officer who will give gener- 
ously of his time to the beginner. Here, 
delegation of work and discussion of 
problems are probably two of the most 
important ingredients comprising the 
education of our future trust officers.” 

There are valuable supplements to on- 
the-job training, such as outside courses 
in trust subjects, seminars and lectures 
within and without the depariment, and 
self-help such as a certain amount of 
regular reading of technical material. 
Trust schools wil! probably become 
more important in the next ten years. 
The National Trust School, opening this 
summer, as well as regional and other 
schools, are examples of the importance 
placed upon having facilities for voca- 
tional trust training. In licu of schools, 
attendance when possible at _ night 
courses in selected subjects can be very 
beneficial. Every man answering the 
questionnaire had taken at some time at 
least one outside course in a trust sub- 
ject. 


A Trust Career Can Be Attractive 


A prevalent comment was that many 
men looking for a job are not aware of 
what a trust career can offer. One man 
(a new business man, naturally) said: 
“Do a little selling. I think the career 
is already attractive; the trust depart- 
ments just have to get their story 
across.” Another man thought more 
banks should have resumes pertaining to 
their trust business on file at school 
placement offices. A major point seems 
to be that many men looking for a job 
might consider trust work a low-pres- 
sure field with only limited opportunities 
for advancement. One man said that 
banks must “. . negate the impression 
that working for a bank is dull, dry, 
low in financial and personal rewards, 
and slow in progress. The latter impres- 


sion was very strong some year- ago 
and, | think, still persists.” 

Most men mentioned the necessity of 
offering adequate salaries. As one of 
them put the thought, “. . Rec: ‘iting 
requirements of trust departments are 
demanding of high-calibre personnel, 
Accordingly, they ought to pay a salary 
competitive with industry, businesses 
and professions in the local area . .” 

A well-directed training program was 
also considered important in attracting 
young men to the trust business. Most 
young men today, especially those who 
have put in several years of graduate 
study or military service, are anxious to 
“get going’. An institution that can 
show a man the direction he will take 
if he does well, and that can hold out 
a clear-cut program with the less essen- 
tial training phases kept to a minimum, 
is obviously a preferred employer. 


The Bridge 


Also important for the young man 
is being kept informed by his senior 
officers of his progress and performance. 
Several men indicated they would like 
to be kept more aware of what sort of 
job they were doing and stressed the 
need for occasional, informal evalua- 
tions of performance by senior officers. 
As one man said: “. . whether I get a 
‘well done’ or a ‘you should know better’ 
reaction I am pleased. In the first in- 
stance I am:setting a high standard of 
work for myself and in the second at 
least I’m told where I stand and | can 
set about improving myself the next 
time I do’a similar job.” 

Taken collectively, the replies indicate 
a very definite feeling that — at its 
best — trust service can offer a fascina- 
ting, intellectually rewarding, and chal- 
lenging career. The potential is there 
for the suitably qualified and properly 
motivated young man. 

Yet qualifications and motivation are 
just part of the ingredients. The ap- 
proach of management to the training 
and development of the young man is 
equally important. That improvements 
have been made — and continue to be 
made — is encouraging to young men 
in the field and is healthy for the trust 
business. 


A A A 
e In recognition of his services as 
“justice” (president) during the past 


year, James R. Bocell, personal trust of- 
ficer of City National Bank & Trust Co., 
Kansas City, Mo., has been presented 
with a plaque by the Greater Kansas 
City alumni chapter of Phi Alpha Delta 
membership of 700 attorneys. 
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Banker with a lawyer’s outlook 


He’s Thomas H. Beacom, and he’s the senior 
vice-president in charge of a team of experi- 
enced trust officers at The First National 
Bank of Chicago. Like all of the men in our 
Trust Department, he can help you handle 


any of your clients’ affairs where the law 
touches money and property. Stop in and 
meet the men in our Trust Department. 
You'll get a warm welcome—and the services 
you and your clients need. 


The Trust Department 


The First National Bank of Chicago 


Dearborn, Monroe and Clark Streets * Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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ALTERNATIVES IN BUSINESS PLANNING 


WILLIAM McGORRY 


Assistant Vice President, The Hanover Bank, New York 


UPPOSE A CLOSELY HELD CORPORA- 
S tion, which happens to be in the con- 
struction business, is worth several mil- 
lion dollars, is in highly liquid condi- 
tion (which I understand is typical of 
that kind of enterprise) and there is no 
family member coming into the manage- 
ment because the daughter, who is the 
only child, is married to a doctor. The 
owner wants to see this enterprise passed 
on to his keymen, without impairing, 
however, the value of what will go to 
his family. Where are these four or six 
keymen going to find the money to buy 
out this corporation? They’re not going 
to. A combination of solutions is going 
to have to be offered because no single 
solution I know of will suffice. Let me 
tick off some of the things we talked 
about in a case like this. 

One thing we talked about is the 
creation of a preferred issue which 
would carry a dividend. We visualize 
that it would pass down under the will 
to the wife and the daughter whom we 
wish to have an income. Simultaneously 
the preferred stock would draw off some 
of the value of the present common 
stock so as to bring it more nearly with- 
in the financial range of the keymen. 

Another solution, which would work 
in this case because of the liquid condi- 
tion of the corporation, is redemption 
under Section 303. The executor could 
redeem the permissible amount under 
Section 303, thus reducing still further 
the amount which the keymen have to 
capture in order to gain control of the 
corporation. 

We could also have a stock purchase 
agreement among the present keymen 
and the principal stockholder himself. 
Instead of buying the stock willy-nilly 
at his death they could enter into an 
agreement today in the usual way which 
would not cover all of the stock, of 
course, but some percentage of it. Ob- 
viously such a stock purchase agreement 
is going to call for life insurance. 

We also talked about other things that 
might be done during the life of the 
stockholder in order to give the keymen 
a leg up, such as granting them stock 
options or perhaps installing a_profit- 

Excerpts from address before Estate Planning 
Council of Cincinnati, Jan. 28, 1960, and American 


Management Association in New York, Jan. 25, 
1960. 
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sharing plan which would be invested 
in the stock of the company. But there 
are problems there. The only source of 
such stock at the moment would be that 
owned by the stockholder and his selling 
it to a profit-sharing plan would involve 
capital gains. But limited use 
might be made of the last idea in con- 
junction with the others mentioned. 
A cornerstone of all this planning is for 
this man to have able executors and 
trustees and to equip them with all the 
powers imaginable, so that they can do 
whatever may be necessary when he 
dies. 

There are some cautions to observe 
here. One is that the family would be- 
come dependent on the keymen in the 
future. The family would hold the pre- 
ferred stock and its dividend would be 
at the mercy of the keymen. The way 
to cover that is to write protective cove- 
nants into the preferred issue which the 
family can enforce against future man- 
agement. Another thing we must be 
mindful of is that if a preferred issue 
is put out now inorder to effectuate the 
plan, it is going to be frozen during the 
lifetime of our principal stockholders 
under Section 306. 


The owner in the above case is op- 
posed to a public offering of any kind, 
but he may have to come to it. There 
are various ways in which a public mar- 
ket can be created for stock. The indi- 
viduals, for example, can sell stock out- 
side their ownership group, but in that 
case they are going to have to face up 
to capital gains just as is any sale. The 
corporation can float new stock and 
bring in new capital. A tax free ex- 
change by merger with a corporation 
already on a public stock exchange can 
be offered, but there are certain limita- 
tions on the resale of the stock taken on 
the exchange. 


some 


Where public offering is effected, the 
valuation problem is usually greatly al- 
leviated. The accent shifts and if any- 
thing there may be a slight advantage 
in favor of the taxpayer. The executor 
can argue in most cases that there is a 
thin market and that the estate’s share 
represents a disproportionate interest 
and can therefore claim a discount for 
blockage. The thin market, though, may 
plague the executor when he goes to 


sell the stock in order to raise the cash 


needed for taxes, because there he may 
find that his reasoning about blickage 
will really come to pass — that the 


relatively large amounts of stock he 
must throw on the market will depress jt 
and drive his price down. 

Whether the problems of control and 
management will be solved by a public 
offering will depend entirely on the cir. 
cumstances. Merely putting the stock 
on the market does not magically create 
management. If the method chosen is 
merger with an existing and larger or- 
ganization, then continued management 
may well be assured. 


A device which may be used in some 
stances is the charitable trust or founda- 
tion. This can be used in conjunction, 
for example, with the preferred issue, 
mentioned earlier. Or it may be used 
where the public offering takes the form 
of an additional issue of stock, thus 
creating a market for the existing shares. 
In this case, the owner can obtain ad- 
vantages for himself several ways. Sup- 
pose the trust is for his benefit with 
the remainder ultimately going to char- 
ity. If the stock is sold in the trust there 
is no capital gains tax on it, If the 
proceeds are reinvested, for example, in 
tax free municipal bonds, the taxpayer 
may find that his net income position is 
greatly improved. In addition to that he 
will have a tax deduction on his income 
tax return in the year in which he sets 
up the trust, which would be measured 
by the remainder value of the amount 
transferred to the trust in that year. 
Furthermore, there will be no adverse 
tax consequences in his estate. 


Insurance threads in and out through 
various of the solutions discussed before. 
Life insurance is the only device I know 
of which can produce “instant cash.” 
The instant, of course, is the time of the 
insured’s death when his family and 
estate need money at once. The only 
question we really have to ask ourselves 
is where the insurance should be. If 
it is in the estate, it is going to be sub- 
ject to estate tax. But there may be 
instances where that is just the place to 
put it despite the estate tax situation be- 
cause that is where it is needed. when 
it is needed. 

Much more desirable, obvious!y, is t 
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have the insurance proceeds available 
when we need them, but not taxable. The 
most usual way in which this can be ac- 
complisiied is through the stock redemp- 
tion or the stock purchase agreement, 
where the insurance proceeds are used 
merely to finance the agreement and the 
value of the stock itself has already been 
settled by the formula in the agreement. 
If there is to be no stock redemption 
nor stock purchase agreement, one very 
common device for keeping the insur- 
ance out of the taxable estate is to make 
the wife the owner of the policies. 

This is an excellent method, assuming 
that the wife will (1) survice her hus- 
band and (2) use the proceeds as de- 
sired. What we have suggested on oc- 
casion is this: have the wife bequeath 
the insurance to her testamentary trus- 
tee, who would be authorized among 
other things to purchase assets from her 
husband’s estate upon his death. If the 
wife survives the husband, she will re- 
ceive the proceeds. If, on the other hand, 
she should predecease him, (1) the in- 
surance does not get back into his 
estate, (2) even if it is the only asset 
which the trustee under her will owns, 
the premiums can be met by the hus- 
band, as has been true all along, and 
(3) upon his death, the trustee under his 
wife’s will can buy assets from his ex- 





New business seminar at Bishop Trust Co., Honolulu, the first trust sales training class 


ever held by Kennedy Sinclaire, Inc., outside of New York City or Montclair, N. J., its 

former and present headquarters. Earl R. Hudson, president, and Lawrence W. Payne, vice 

president of the firm are in the foreground. Others are new business staff members and 

key administrative officers of Bishop Trust. The course was conducted during the week 
of February 29. 





ecutor, thus channeling the insurance 
proceeds into his estate. 

This plan reminds us of the irrevoc- 
able insurance trust which the husband 
himself can set up during his lifetime 
and to which he would transfer the polli- 
cies. The trustee would be empowered 
to buy estate assets from or lend money 
on the insured’s executors, thus making 
cash available when and where needed. 
The importance of insurance in cases 
where a closely held business is con- 


cerned cannot be over-emphasized. I 
have seen only two or three cases in 
all my years of this work, where I would 
say insurance was not really necessary. 


A AA 


e The 13th annual Institute on Federal 
Taxation at the University of Southern 
California School of Law will be held 
October 19, 20, and 21. Sessions will be 
in Bovard auditorium on the Los Angeles 
campus for attorneys, accountants and 
life insurance underwriters. 
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New is the word at DIAMOND NATIONAL 


és A.NEW NAME — Diamond National Corporation was created by the merger in September of 


Diamond Gardner Corporation and The United States Printing & Lithograph Company. The Lt 

new name shows the national character and diversification of the company’s line of products 

and services. In addition to its famous Diamond matches and woodenware items, Diamond pr 

National makes a variety of molded pulp products and produces paperboard cartons and boxes - 

of all types. The company manufactures lumber and sells building supplies through 83 retail ie 

yards and stores on both coasts. To these in 1959 were added the extensive color printing 7 

facilities of U.S.P. & L., together with that company’s broad line of cartons, labels, and g Pe 

advertising materials. " 
és A NEW CORPORATE SYMBOL — evolved from the traditional diamond design made famous 

by company use for more than three-quarters of a century. Modern and streamlined, it shows rs 


at a glance the dynamic nature of Diamond today, while continuing to symbolize the com- 
pany’s 500,000 acres of timberland through the stylized tree. - 














és A NEW SALES RECORD; HIGHER EARNINGS — Combined sales for Diamond National, its br 
subsidiaries and affiliates reached a new peak of almost $250 million, up 12 per cent from ” 
$222.9 million in 1958. Not including unconsolidated subsidiaries and affiliates, net income In| 
amounted to $10,286,000 or $2.15 a common share, an increase of 9 per cent over 1958’s ap 
$9,428,000 or $1.98 a common share. na 

ee NEW PLANTS AND EQUIPMENT — Two completely new plants went into operation. New and 
improved machinery and equipment were installed in practically all plants. Much of it was th 
designed and developed by Diamond engineer and research specialists. tal 
NEW OPERATING AND MARKETING POLICIES — Substantial progress was made during the 10 
year in streamlining management procedures, tightening controls and developing internal com- ve 
munications. The aggressive approach to modern-day merchandising and marketing for which sh 
U.S.P. & L. is noted now underlies all Diamond’s current plans and operations. This approach Ex 
is illustrated in the 1959 ANNUAL REPORT now available on request. ac 
THE NEW YEAR — Operations in 1960 indicate that the new year will be a good one for rej 
Diamond National, with substantial. gains in sales and profits anticipated. th; 
FINANCIAL HIGHLIGHTS int 
1959 1958 U. 
ra erg hon tor eats sess 4S sa acksd le Noy) Snr TA es, RAW erie oom aL eLaneara ale $228,766,000 $204,017,000 ve 
EEE ea ee ae ea ae ge ee A Gy eee 10,286,000 9,428,000 50 
PER SHARE OF COMMON STOCK Ch 
Net income after preferred dividends................eeeeeeeeees $2.15 $1.98 $] 

ooo gece cage pbb ecards h4:% Bch d:dibian dia ai selsae® 1.20 1.65 

PER SHARE OF COMMON STOCK 

ra od iin casas aun iniiie $13.90 $13.83 he 
ead ec bA cnet hikk cn neeneraianetwnasn 21.96 20.51 ste 
WE Creat ci ee a ia). arena antin Staak aww Sa aa na aimee 35.86 34.34 to 
Less — Debentures and notes payable and bi: 
IN ac. aranna/saiabeqa ene sein avefeyaiace ar dicey es dinidcolepanene dora areea on 10.44 9.89 $5 
NR NR odor kai, brn 86a carer evevechianerataseeeitaio adele wane aieiind 0c esha tay wi Sranaie eee $25.42 $24.45 30 
For copies of the Diamond National 1959 annual report, write to Secretary, 122 E. 42nd St., New York 17 va 
ye 
DIAMOND NATIONAL CORPORATION Me 
to 
PULP PRODUCTS + PACKAGING AND ADVERTISING MATERIALS * LUMBER ¢ MATCHES «© WOODENWARE $1 
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Lers Ger OrF THE BAND WAGON 


All investors seek safety, capital ap- 
preciation and income in varying de- 
sree. To achieve them, one must make 
decisions as to the proportion to be 
placed in stocks (investment program- 
ing) and which ones to buy (selection). 

Then comes the question of whether 
one should follow the “band wagon 
theory.” by investing in the blue chips 
and those issues most popular with 
brokers and advisory services, on the 
assumption that what everyone is buy- 
ing must consequently be good. This 
approach has a strong appeal to human 
nature and lures thousands of investors. 

To examine this theory we computed 
the result which would have been ob- 
tained by investing $10,000 in each of 
10 stocks most popular 40 years ago, 30 
years ago and 20 years ago. Records of 
shares traded on the New York Stock 
Exchange were used and the 10 most 
actively traded stocks for the year were 
regarded as the most popular stocks for 
that year. 

The wide divergence in results is most 
interesting. An investment of $10,000 in 
U.S. Steel, one of the most popular 20 
years ago, would have grown to $89.,- 
500, whereas the same investment in 
Chrysler would have grown only to 
$15,200. 

An investment of $10,000 in Bethle- 
hem Steel, one of the 10 most popular 
stocks 30 years ago, would have grown 
to $69,000. On the other hand, Colum- 
bia Graphophone would have shrunk to 
$5,400. In fact, among the 10 stocks of 
30 years ago, there was a shrinkage in 
value for three stocks. 

Among the 10 stocks most popular 40 
years ago, the value of International 
Mercantile Marine shrank from $10,000 
to $2,700: Baldwin Locomotive from 
$10,000 to $700. Studebaker became 


Apri 1960 





.. Memos... Portfolio Studies . 


worthless. The best of the 10 stocks was 
U.S. Steel where $10,000 
$77.600. 

An investment of $100,000 twenty 
years ago in the 425 Industrial Stocks 
in Standard & Poor’s broad Index would 
have grown to $530,000, whereas the 
same money invested equally in the 10 
most popular stocks at that time would 
have grown to $495,000. Starting 30 
years ago, that comprehensive list of 
425 stocks would have produced a 
growth to $380,000, whereas the same 
investment in the 10 most popular stocks 
would have grown to $310,000. Starting 
40 years ago, such investment in 425 
stocks would have grown to $900,000, 
whereas this investment in the 10 most 
popular stocks at that time would have 
grown to $295,000. In all three cases, a 
few unusually good selections more than 
made up for the poor performance of 
other issues, suggesting the importance 
of diversification in selection. 

Investment success, then, is not neces- 
sarily assured by buying the most popu- 
lar issues. If one selection had been 
made at random from each of the three 
groups, the chance of obtaining superior 
performance (better than the Dow-Jones 
Industrial Average) would have been 
two out of-ten in portfolio 1; five out of 
ten in portfolios 2 and 3 — odds which 
do not favor capital appreciation. 

The idea that the most popular stock 
will be the most profitable may be a 
dangerous one — today’s prominent 
companies may not be the first ranking 
or best managed corporations five or 
ten years from now — management may 


grew to 


deteriorate — changes in markets may 
outmode products, etc. 
Take automobile manufacturing — a 


budding growth industry in 1919. 


DIGEST 


.. Funds index . . . Reports 


Among the leaders was Studebaker, an 
important manufacturer since 1911, yet 
by 1930 the company was in difficulties 
and the common stock was declared 
worthless in 1935. In 1919 investors 
could have assured themselves about the 
importance of the railroad transporta- 
tion industry and the railroad equipment 
field, (note Southern Pacific and Bald- 
win Locomotive in portfolio 1), both in- 
vestments produced poor results during 
the review period. 

In portfolio 2, four of the five best 
performers were steel and automobile 
companies. Without considering how 
one would have avoided the 1929-32 
bear market ( a problem in investment 
programing) how would an _ investor 
have known which stock to buy? G.M. 
did not have the industry leadership of 
today. Why not buy Packard, also a 
leading company and popular issue in 
1929? 

The purchase of Packard could have 
been well rationalized. Dr. Karl Scholz, 
of the University of Pennsylvania, writ- 
ing in the January 3, 1930 edition of 
the New York Times’ Annalist, suggested 
that the value of the common, using a 
discounted earnings trend method, was 
32. At 1534 on December 28, 1929, 
Packard was selling for 49% of esti- 
mated value. About two years later, the 
stock was selling for 414. The company 
never recovered its position in the auto 
field after 1932. 

The period in which the investor is 
active is also important. Certain times 
are more favorable to profitable invest- 
ing than others, producing good results 
with little effort and leading to over-con- 
fidence. Note the superior results of 
portfolio 3. During the 40-years since 
1919, there have been six business ad- 





1959 MARKET VALUE OF $10,000 INVESTMENT IN YEAR INDICATED 


1919 


U.S. Steel $77,600 
Bethlehem Steel $67,100 
Amer, Smelting $56,200 
Mexican Petrol. $42,500 
Chile Copper $23,800 
Southern Pacific $13,500 
Royal Dutch $10,700 
Inter. Merc. Mar. $2,700 
Baldwin Locomotive $700 
Studebaker Corp. 0 


1929 


General Motors $80,800 
Bethlehem Steel $69,000 
Chrysler $37,300 

U.S. Steel $34,600 
Internatl. Nickel $33,700 
Montgomery Ward $21,700 
Radio Corp. of Am. $15,700 * 
Anaconda Copper $8,500 
Consolidated Gas $5,900 
Columbia Grap. $5,400 


1939 


U.S. Steel $89,500 
Bethlehem Steel $80,900 
Republic Steel $69,300 
Loft, Inc. $64,700 

General Motors $60,000 
U.S. Rubber $49,500 
Curtiss-Wright $29,400 
Anaconda Copper $21,500 
New York Central $15,700 
Chrysler Corp. $15,200 


EXPLANATORY NOTES 


Dividend income was not included in calculations. 

All rights and fractional shares were sold for cash and do not appear in the record. 

Where warrants for new shares were given in recapitalizations, they were allowed to expire unexercised. 
Where cash was received in liquidation, it was allowed to remain uninvested. 

Where alternatives were offered in recapitalizations, the least favorable was chosen. 





BUSY 
TRUST 
OFFICERS 


are invited to 
send for a copy of 


“PLANNED 
INVESTMENT 
FOR BANK TRUST 
DEPARTMENTS” 


The complex task of administering trust 
funds is one that takes an increasing 
amount of your time and effort. As a 
bank trust officer you are well aware 
of this, and you know that one of the 
most important of your problems is the 
management of the securities portfolio 
itself. 


Knowledgeable as you may be about 
investments, haven't you often felt it 
would be very helpful to have a group 
of competent outside advisors regularly 
available? Haven't you wished that the 
investments of each of your trusts could 
have the advantages of professional ad- 
visors who would be available to you 
at all times? 


The specialists in the Planned Invest- 
ment Department at Smith, Barney & 
Co. are ready to give you this kind of 
help. 


If you would like to know more 
about our investment services and how 
they can help you, send for a copy of 
our brochure, ‘‘Planned Investment for 
Bank Trust Departments.” 


Smith, Barney & Co. 


Members New York Stock Exchange 
and other leading exchanges 


20 Broad Street, New York 5, N. Y. 
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justments—1920-1921, 1929-1933, 1937- 
1938, 1948-1949, 1953-1954. and 1957- 
1958. Portfolio 3 was held during three 
of the mildest — 1948-1949, 1953-1954 
and 1957-1958. The better over-all busi- 
ness climate during these periods shows 
in its better performance collectively as 
well as in fewer variations in individual 
performance. Also stocks were lower in 
relation to Normal* on the purchase 
date for portfolio 3 than in the other two 
cases and this helped over-all perform- 
ance. 


Of course, no one knows what stocks 
he would have purchased 30 or 40 years 
ago or how long he would have held 
them — but the review does highlight 
the selection problem. 


Among the more important causes of 
poor investment results is the failure to 
recognize the effect of change on values. 
Change is constant and inevitable, in 
product style, in costs, in technology — 
what is popular today may not be popu- 
lar next month or next year — inflation 
may be followed by deflation — product 
X may be replaced by product Y. 


Each investor should also remember 
that superior investment may be the re- 
sult of unusually favorable business and 
market conditions rather than better 
selection technique. The real test is to 
produce better than average results in 
bad as well as good times. 


Roy S. HEAVNER 
TEMPLETON, DOBBROW & 
VANCE, INC. 


ANNUAL REportTs SHOULD STRESS 
Economic REALITIES 


Internal funds are now supplying over 
60% of the funds of all corporate busi- 
nesses. Net new issues of securities have 
not increased. While the current year 
will probably witness an expansion in 
funds spent on new plants and equip- 
ment, there will probably be an offset to 
the use of a larger amount of external 
funds, because earnings are likely to 
rise more rapidly than dividend pay- 
ments. 

Last year, dividend payments in the 
aggregate amounted to less than 55% 

*An estimate of intrinsic value for the common 


stocks of a representative group of corporations 
calculated by Mr. Heavner’s organization. 


of net earnings of all corporatio: <=, and 
this includes the public utility in ‘ustry, 
wliose dividend payments hav: been 
more than 70% of earnings. For ° .¢ cyy. 
rent year, the writer would estimate net 
profits of around $26 billion. D vidend 
payments may be projected at :round 
$14 billion, so that payout would be 
little changed from the recent rate. 

Going back some years, corporate 
policy was more liberal. In 1929, fo, 
example, dividends of approximately 
$5.8 billion represented about 70% of 
profits. Dividend payments totaled $3.8 
billion out of 1939 profits of $5 billion, 
or above 75%. Profits and dividends 
have declined as a fraction of the na. 
tional income. 


This brings us to the final point what 


about profits? It is good and well for ° 


industry to point out interesting de. 
velopments in new and improved prod. 
ucts and increase in welfare payments 
and fringe benefits. Incidentally, in some 
instances, the latter payments to em- 


ployees are larger than profits paid to + 


the owners. Progress, both in technology 
and social welfare are both founded on 
the ability of industry to earn a profit 
on investment and to obtain a return on 


the capability of management. While © 


data are lacking for an earlier period, 
all indications are that profits 50 years 
ago or more were much higher than cur- 
rently, and this at a time when the avail- 
able return on riskless funds was very 
small. 


One of the great economists of the 
20th Century was the late Professor 
Joseph A. Schumpeter, who was as 
familiar in philosophy and mathematics 
as in industrial evolution and business 
cycles. Professor Schumpeter comes to 
mind because of his deep fear that in- 
novation and capitalism were in danger 
because of unwillingness of industrial 
leaders to oppose encroachments, and 
their half apologetic defense of capital- 
ism and profits. This is somewhat re- 
flected in the letters of corporate off- 
cials in annual reports who, too often, 
have adopted a defensive attitude. Dr. 
Schumpeter noted that there is a destruc: 
tive quality in the creative process, i 
that capitalism cannot be static. It fol- 
lows that changes in products and 
methods of doing business must con- 





Per cent 
1959 —— 
4th quarter (Est.) 5.2% 
eae 4.6 
TE A 5.5 
1: : 5 re ee 4.7 


ee 


All Manufacturing Corporations 


Ratio of Per cent of cash Ratio of 
current assets to and equivalent to Total Equity 
current liabilities current liabilities to Debt 

2.60 .60% 4,24 
2.56 57 4.21 
2.54 57 4.19 
2.60 58 414 
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tinue, al changes involve obsolescence 
and the abandonment of resources on 
which investment has been made in the 
past. 

Dr. Schumpeter argued persuasively 
that the larger corporation, with dis- 
persed ow nership, did not have the spirit 
that existed when management and 
ownershi)) were one. Consequently, in- 
tellectuals who are prone to criticize 
what they do not understand are not 
meeting the answers to their diatribes. 
The simple test is to try and convince 
professional men or the mass of em- 
ployees that in manufacturing of all 
kinds net profits have been running at 
the rate of 4-5 cents on each dollar’s 


sales — so that if all profits were re- 
moved, the buyer would be enriched by 
5 cents out of a dollar’s outlay — and 


risk the end of innovation, efficiency and 
economic progress. 

Socialization of profits has already 
proceeded quite far. No one at the height 
of New Deal experimentation proposed 
a profits tax rate nearly so high. The 
present scale is largely attributable to 
the two wars of the last twenty years. 
The danger is that the scale will become 
permanent and gradually insinuate it- 
self in the economy, tending to promote 
waste and hamper entry into business 
and growth. 

In an election year, particularly, the 
need for economic education is great 
and the urgency of a strong, straight- 
forward insistence on the virtue and de- 
sirability of profits can hardly be over- 
emphasized. One gets the impression in 
listening to talk that profits are almost 
immoral to many. Higher wages, it 
seems, are to be welcomed — higher 
profits are ipso facto to be decried. In- 
tellectuals seem to forget that neither 
they nor anyone else would make added 
investments without getting an added re- 
turn. The extreme of the ’20s, when too 
great a part of the increase in produc- 
tivity, was channeled into profits, was 
no more unsound than the perils of the 
60s of funneling all the gains from in- 
vestment wholly into wages. The annual 
report should be an important instru- 
ment in moulding public opinion merely 
by a plain statement of facts. Good busi- 
ness and economic statesmanship are 
one and the same in this respect. 

R. L. Weissman 

W. E. HUTTON & CO. 

A AA 
* A new Department of Economics and 
Research has been created to coordinate, 
on the staff level, certain related activi- 
ties in the American Bankers Associa- 
tion. Dr. E, Sherman Adams, deputy 
manager, has been named director. 
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SHIRT-SLEEVE HELP 
FROM “THE TRUST VIEWPOINT” 
for COMMUNITY BANK TRUST OFFICERS 


Yes, the Studley, Shupert Trust Investment Council rolls up its shirt sleeves 
and pitches in at the side of Council Members to help unravel the knotty details 
of individual account problems . . . to help find practical, workable solutions 
designed to attain the specific trust objectives of individual accounts. 

In other words, as a Council Member, you have the assistance of a staff of 
experienced, competent, trust-minded specialists available to you at all times 
by phone, by mail, by conference in the Council’s offices or in your own offices, 
as circumstances may require. 

This is continuously backed up by a steady flow of basic aids applicable to all 
of your accounts. Each of these aids is prepared entirely from the trust view- 
point. They include the Council’s Guidance List of Securities, its Summary 
Reviews of Securities, its Analytical Reviews of Securities, its Relative Value 
Selections of Securities, its Common Stock Summary of Earnings, Dividends 
and Prices, and its special, timely Investment Committee Memoranda. 

The annual cost of Council Membership is so modest that it is well within the 
budget limitations of any community bank. We will gladly give you full details, 
and you will be under no obligation. Write today to Dept. TE-61. 





STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL 





TRUST INVESTMENT 
COUNCIL 


1617 PENNSYLVANIA BLVD., PHILADELPHIA 3, PA. 
24 FEDERAL STREET, BOSTON 10, MASS. 
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Panhandle Eastern Pipe Line's 
1959 Annual Report Presents... 





A LOOK AT 
THIRTY GROWING YEARS... x 


Natural Gas has come so far... so fast! In 1929, 
the industry transported only a limited volume of ce 
gas from the Southwest to distant markets. Now, 
more than ten trillion cubic feet of natural gas 
flow ceaselessly to some thirty-two million cus- 


Wi 
ho 


tomers each year all over the nation. Dynamic ” 
growth for a dynamic, energetic industry! of 
This industry today has twenty billion dollars . th 
invested in plant and equipment — the fifth laig- na 
est industry in our economy. Only the electric is 
power, railway, petroleum and telephone indus- d 
’ tries have a larger plant investment than this ; 
newcomer ... Natural Gas! - 
“< Panhandle Eastern, born thirty years ago, is mi 
“© proud of its pioneer position as producer, proces- i: oor 
sor and long-distance transporter in this ever- 
expanding field. It’s a sure indication that you can of 
look to Natural Gas... and to Panhandle Eastern 
... for progress over the years to come. sa 
...WITH 1959 ; 
THE BEST OF ALL! ; 





Panhandle Eastern has come so far... so fast! fo 
And 1959 saw the Company set new records in w 
production ...in sales ...in earnings per share. be 
An excellent setting for the even greater progress se 
to come. ci 
To meet the tremendous growing demand for di 
gas in Michigan, Indiana, Ohio, Illinois, Missouri d 
and Kansas, Panhandle Eastern, with its subsidi- : 
ary, Trunkline Gas Company, plan large-scale ex- fe 
pansion in 1960. This program will increase ca- 
pacity by some 28% —to be sold to consumers th 
along the pipelines. ¢§ 


Upon completion of this expansion, the Pan- 
handle-Trunkline system will consist of 10,000 
miles of pipeline and 500,000 installed 























horsepower in compressor stations along fr 
a HTS “ie on the system ata cost of over $600,000,000 to Ir 
i i rea. Se 
Operating Revenues. . . . . . $136,911,825 $120,736,537 OAS ROSE Sar Gye Aer Taee 
merous wk kk tt we Ue eee $ 19,339,255 d 
Per Share on Common Stock . . $3.30 $2.80 Cé 
—— on Common Stock .. $ a $ sa amen an, mine P f the Panhandl ‘ 
er Share Sees es i ; F Awe Line Commany copy of the Panhandle é 
OPERATING MCF MCF Pim pagers — Report 
Total Annual Sales . . . . . . 431,155,346 411,561,719 or 1959 including a tc 
Average Daily Sales. . . . . . 1,181,000 1128/00 hal a ~ “ 
Maximum Day Sales. . .... 1,343,000 1,320,000 e year's results together | 
Gas Produced by Company .. . 109,000,000 96,000,000 with an infor mative P 
Gas Purchased by Company . . . 351,000,000 344,000,000 review of the period f 
*Such amounts include revenues resulting from rate increases, which may be 1929-1959 may be s] 
subject to adjustment and refund upon final determination by the Federal Power obtained by writing : 
William C. Keefe, Secretary. si 
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More Restraint NoTeD 


Despite expectations of generally ex- 
cellent earnings for the first quarter, 
with higher personal income and GNP 
hovering around a record $500 billion 
mark, much of the overblown optimism 
of year-end forecasts had subsided by 
the end of March. This.more restrained 
note unquestionably responded in con- 
siderable degree to the three-month 
downturn in stock prices, about which 
nobody could yet be sure whether the 
market was signalling poorer business 
or merely getting back on an even keel. 

As a free expression of all sources of 
opinion on future values, the stock 
market often forecasts trends in its un- 
canny way before they become evident. 
It is not infallible and it has occasionally 
given false signals but its record is 
good enough to make business men seek 
for hidden weaknesses in the economy 
when a decline appears to exceed the 
bounds of a technical correction. Con- 
sequently, by affecting management de- 
cisions it may help to implement its 
dire predictions and bring about a real 
downturn. Perhaps something of this 
feeling is now in evidence. 

Department of Commerce figures for 
the first two months, however, report a 
$22 billion jump in personal income 
compared with 1959. Manufacturers’ 
sales and inventories are both up also 
from a year ago for the same period. 
In February inventories increased some 
$600 million above January while sales 
declined by more than $1 billion, indi- 
cating that the inventory gap has been 
rather well filled. 

With employment rising, wages steady 
to higher and prospects for reasonably 
stable prices in 1960, except in farm 
products. why should there be any cause 
for concern? Probably those figures 
showing rising inventories and falling 
sales are making some people wonder 
when broader consumer demand will get 
into the picture to take up the slack, 
with an assist from corporate capital 
outlays. If the force of inventory re- 
plenishment is largely spent, business 
will be waiting for surplus personal in- 
come to move into the breach. 


Apri 1960 


Individual spending, while good in 
spots, has been neither notably vigorous 
nor widespread despite a bullish Nation- 
al Industrial Conference Board survey 
which estimates new car buying inten- 
tions 27% above last year, new homes 
up 18% and a broad range of major 
appiiances also on ihe pius side. wusap- 
pointing department store sales for the 
year to date are allegedly due to bad 
weather and an Easter which falls in the 
second quarter, as contrasted with 1959. 
If Easter business fails to register a gain, 
a new look at the balance of the year 
will be in order. 

Behavior of the mass market is al- 
ways unpredictable and subject to mer- 
curial change. Even with more money to 
spend, the public seems for the moment 
inclined to be prudent, perhaps due in 
part to a desire to rebuild savings drawn 
down during the steel strike. As an 
example, the outlook for a seven million 
car year appears to be fading, with com- 
pact cars, which require 25% less steel 
than their big brothers, taking more 
of the market than industry estimates 
expected. 1960 will still be a good year 
for Detroit but the swing to smaller 
units is probably part of the reason why 
steel operations fell below 90% at the 
end of March for the first time since 
mid-November. 

In the area of business spending for 
plant and equipment, the new SEC-De- 
partment of Commerce survey estimates 
some $37 billion for the year, probably 
a new record. Industrial capacity in 
general appears ample and shortages are 
not in evidence, hence the accent may 
well be on cost reduction through greater 
efficiency rather than more unit capacity. 
Management decisions are made in ad- 
vance of actual needs but the extensive 
programs of recent years should, it 
seems, have rather well anticipated these 
demands, especially considering reduced 
sales in some export markets due to for- 
eign inroads. Conclusive evidence of 
definite progress, then, rather than re- 
ported intentions, must still be awaited. 

It is unlikely that business men will 
become unduly upset by the gloomy face 
of the market place but if this serves 


to forestall a boomtime psychology 
which would later require more drastic 
correction, it will have served a good 
purpose. With the advent of spring, more 
signs should shortly begin to appear as 
to consumer and business spending to 
either confirm or challenge the existing 
hesitancy. Until there are more concrete 
indications to the contrary, another year 
of good business still seems in the cards, 
even though exaggerated year-end hopes 
were unwarranted merely because 1960 
marks a new decade. 


INSTITUTIONAL STOCKHOLDERS 
(QUADRUPLE IN DECADE 


Expansion of institutional investment 
in listed preferred and common stocks 
over the past decade was highlighted in 
a New York Stock Exchange mid-March 
survey which showed estimated holdings 
in these categories at 16.6% of total 
value of all listed stocks at the end of 
1950, versus 12.4% ten years earlier. 
The percentage increase, however, is 
less impressive than comparison of the 
dollar value of $51 billion against $9.5 
billion at the earlier date. Total market 
valuation of all preferred and common 
stocks on the Exchange rose from $76.3 
billion to $307.7 billion, an increase of 
303%, while stocks held by these large 
investors went up by 437%. 

Largest percentage growth was re- 
ported by pension funds, which boosted 
combined stock positions to $10.8 bil- 
lion from a mere $500 million, or 
2060%. Second in importance with a 
500% rise to $18 billion were open and 
closed-end investment companies, fol- 
lowed by a 256% jump to $11.4 billion 
in combined holdings of foundations and 
educational endowments. 

The Exchange’s survey reported pre- 
ferred and common stocks in bank-ad- 
ministered common trust funds at the 
end of last year at $1.4 billion. Accord- 
ing to TRUSTS AND EsTATEs’ annual staff 
report in this issue at page 338, equity 
holdings alone of all common funds at 
report date nearest the 1959 year-end 
aggregated $1.428 billion. In addition, 
these funds were owners of nearly $260 
million in preferred stocks, bringing the 
combined total to $1.688 billion. 
(Trusts AND EsTATEs has followed the 
development of the common trust fund 
since its inception and has regularly 
compiled statistical data about existing 
funds, their classifications, investment 
securities held and percentage composi- 
tion of portfolios.) 

The Exchange’s survey omitted a cal- 
culation of common trust fund growth 
due to lack of 1949 data. A compilation 
by our staff of the 69 annual reports cf 
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funds then in existence turned up total 
assets of $489 million. Average invest- 
ment in preferred and common stocks 
combined was 48.65% or approximately 
$238 million. For purposes of statistical 
comparison, it is a reasonable assump- 
tion that, at that early date, there were 
few unlisted stocks in these accounts. 
On this basis, increase in stocks held has 
accordingly been 608% over the decade, 
a rate second only to the bank-ad- 
ministered pension fund sector. 


ANOTHER WITHHOLDING Tax? 


Word comes from Washington that 
the Senate Finance Committee has re- 
quested preparation of a staff report on 





the feasibility of a withholding tax upon 
dividend disbursements. To a public long 
inured to the long arm of bureaucracy, 
this prospect will probably cause little 
more than a ripple of resentment, espe- 
cially when buttressed by the statement 
that the honest taxpayer is being penal- 
ized to the tune of some $400 million a 
year by failure of less conscientious citi- 
zens to report such receipts. 

It will, of course, be said that with- 
holding on salaries for federal and state 
taxes has eased individual payment prob- 
lems at the same time it has boosted the 
tax take. This is true but deduction by 
the employer is about the only practical 
means of collecting from the floaters 
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and part-time workers among o r 6) 


million-plus employed. On the other 
hand, the estimated 12.5 million tock. 
holders in United States corpo tions 
are, by and large, a reasonably stable 


segment of the population, wi’) ad. 
dresses of record and a desire t« share 
in the fruits of partnership. 


If the figure of $400 million repre. 
sents deliberate mass tax evasion. Con. 
gress would be well advised to translate 
this fact into a clear conviction that ex. 
isting income tax rates have reached 
the point where self-enforcement breaks 
down and the law of diminishing re. 
turns comes into play. In short, it should 
restudy the entire tax structure with a 
view toward simplification and a reduc. 
tion of major emphasis upon individual 
and corporate income receipts. 

To mention salary withholding and 
dividend withholding in the same breath 
seems to this department inept. It would 
be necessary to apply a uniform deduc- 
tion, probably in the 18%-20% range, 
to all checks, regardless of the tax. 
payer’s bracket, as well as against pay- 
ments to tax-free entities such as pen- 
sion funds, foundations and educational 
endowments. Machinery would also have 
to be set up to handle refunds. Consider- 
able detail would be involved in check- 
ing the validity of claims and incidental 
delays might result in individual hard- 
ships. In the case of many elderly peo- 
ple with slender incomes and little or 
no tax liability, withholding might well 
mean the difference between “just get- 
ting by” and some privation until re- 
funds are received. 

With the monumental burden of paper 
work for government at all levels under 
which business now labors, it seems de- 
ceptively easy to add just one more 
small chore. While this step would no 
doubt solve the evasion problem for 
Internal Revenue, it would surely im- 
pose added costs on business and hard- 
ship and inconvenience on countless in- 
dividuals. Representatives of several 
business groups met in late March with 
the staff chief of the Joint Committee 
on Internal Revenue Taxation to dis- 
cuss the problems of such action. Sub- 
sequently, the American Society of Cor- 
porate Secretaries, Inc. commented quite 
tersely — “the problems are manifold.” 


With the Treasury reported in opposi- 
tion to this step because of the wide- 
spread cooperation it is receiving from 
corporations, it would seem the part of 
wisdom to await results of the program 
to publicize the need for meticulous re 
porting of dividends before rushing 
through any legislation of this nature. 
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val than meets the eye! 
- de- 
hore It takes 523,451 men and women... far- 
| no reaching exploration teams, transportation 
for systems, testing and research labs to produce 
im- the steel we use. America produces more than 
d- 85 million net tons of steel each year to meet 
- the demands of consumer and industry. Yet 
5 In: few of us ever think of all that goes into manu- 
veral facturing this “everyday” metal. 
with And few of us pulling into the green-and- 
jittee oe me white Cities Service station to “fill her up” 
die- realize all that lies behind today’s quality gas- 
a olenes. Cities Service uses a pipeline system 
Sub- Tons of iron ore turned into that could circle the globe. We search four con- 
Cor- molten pig iron and from this tinents for oil and maintain the most modern 
quite ... Steel. From research have research laboratories and refineries. 
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OBSOLESCENCE OF POLICIES AND’ LAWS 
AS WELL AS INDUSTRIAL PLANT 


MERRYLE STANLEY RUKEYSER 








HE RECENT ABATEMENT OF FEARS 
i a renewed dose of inflatien re- 
calls a visit to New York a decade ago 
by: Asa V. Call, chairman of the Pacific 
Mutual Life Insurance Company, of Los 
Angeles. He came East to ask his con- 
freres searching questicns about the im- 
pact of the inflation then under way on 
the value of life insurance contracts. 

When timid and conventional souls in 
high posts cautioned that even raising 
such queries might impede insurance 
sales, Mr. Call replied: “What I am try- 
ing to find out is wke her we have the 
right to continue to sell l:fe insurance.” 

Mr. Call was more searching than 
another life insurance president who re- 
acted differently in 1934 when the mone- 
tary policy of the New Deal was in 
process of formulation. in a discussion, 
this writer remarked that the chang- 
ing value of the dollar was of tre- 
mendous interest to life executives, who 
contractual obligations in 
terms of a fixed number of dollars. 

This executive retorted: “Young man, 
don’t you realize that a life company. 
with its automatic cash and loan values, 
is, in a sense, a net demand deposit in- 
stitution? I’d be a fool to do anything 
to alarm policyholders, and induce them 
to make a run on us for cash.” 

As he spoke, the thought ran through 
my mind that the top executives of Ger- 
man life insurance companies right after 
World War I during the mark inflation 
must have similarly decided to take a 
passive attitute on the technical ground 
that as clearing houses the insurance 
companies would be unhurt since both 
their and liabilities were ex- 
pressed in the’same type of paper marks. 

Such escapism dealt a terrible blow to 
the thrifty Germans. The wiping out of 
the value of their savings created the 
economic instability which created a 
setting for Adolf Hitler’s ghastly experi- 
ment. Eventually the mark insurance 
policies became almost worthless, and 
the German legislative body, as a sop, 
arbitrarily took steps to give outstand- 
ing policies a mere token value. 


expressed 
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**Parkinson’s Rule” of Values 


Of course, it should be borne in mind 
that all swings in the cycle create op- 
portunities for alert personalities. In 
the financial backwash following the 
first World War, currencies of the over- 
seas victors, as well as of the 
vanquished, suffered dramatic deprecia- 
tion. The Equitable Life Assurance So- 
ciety of New York at the time had out- 
standing life contracts written in British 
pounds and in continental European cur- 
rencies. Judge Day, then the chief execu- 


those 


tive, decided to close out such uncertain 
foreign operations. 

The Judge sounded out various as- 
sociated executives, asking if they would 
like to go abroad on this mission. But 
he found them diffident, because of their 
foreign inexperience in foreign 
change. In desperation Judge Day as- 
signed a young member of the com- 
pany’s legal staff—the late Thomas I. 
Parkinson. He had been a law professor 
at Columbia University, and active in 
setting up the Legislative Drafting 
Bureau. 


ex- 


In London, Mr. Parkinson recognized 
a great opportunity to do a standout 
job. The pound had fallen from $4.86 to 
$3.18. He used the relatively high pur- 
chasing power of the dollar to advertise 
that Britons could turn in the policies 
for full value in pounds, with a premium. 
This seemed an extremely attractive 
offer, but, since the company was keep- 
ing its books in dollars, it was actually 
liquidating this unwanted business at a 
luscious discount. 

This mission made Mr. Parkinson a 
hero in his company, and when the time 
came to select a new president, those 
with more seniority were bypassed and 
Mr. Parkinson chosen. He handled the 
investments of his company with bold 
imagination and prudence. For example, 
he bought large quantities of securities 
of operating electric utilities when they 
were undervalued because of the mis- 
behavior of public utility holding com- 
panies. 


Mr. Parkinson’s investment philos. 
ophy was based on his belief that at 
times certain groups of securilies are 
either undervalued or overvalued. This 
seems self evident, yet it is a heterodox 
view in circles which mechanically re. 
gard a higher than average yield as a 
sign of weakness and a low yield as a 


sign of dependability. 


Case in Point 


Now that the public is less alarmed 
by the imminence of a new round of 
inflation, it is again respectable to in- 
vest in fixed dollar obligations and to 
sell fixed dollar contracts. The unusual 
relationship during the past three quar- 
ters between high yields on good bonds 
and the smaller return on favorite stocks 
caused some reappraisal of relative in- 
vestment values. A byproduct of the 
change has been the reestablishment of 
belief in a balanced financial diet. 


The Way to Avoid a Bust... 


The glib assumption that the Demo- 
cratic Congressional sweep in_ the 
November 1958 elections foreshadowed 
accelerated inflation has been belied by 
the record of the present Congress. A 
variety of factors frustrated the expecta- 
tions of a big new dose of inflation. The 
loose use of the “Democrat” label was 
misleading. The wild spenders in the 
party met resistance from the official 
leadership led by Senator Lyndon John- 
son and his fellow Texan, Speaker Ray- 
burn. These canny political planners 
knew that their party in the 1960 Presi- 
dential race would be judged by the 
record of the present Congress. And they 
knew that in times of expanding busi- 
ness and relatively full employment. 
there is popular sentiment for prudence 
in public affairs. William Jennings 
Bryan, who was not very wise in tech- 
nical finance, had sufficient political 
savvy to write me shortly before his 
death that the public is interested in 
monetary and other economic reforms 
only in hard times — not in good times. 
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On top of such appraisal of policy by Most American management has been need for continuous reappraisal and 
the contemporary Democratic leaders, _ brilliant in tapping creative minds to re- periodic audit of investments in light of 
their party was put on the spot by place outmoded facilities with those of | economic and market trends and proba- 

« President Eisenhower’s insistence on _ better and more efficient design. Com- bilities. Thus, in an intellectual sense, 
fnancial sanity. Eisenhower’s astute petent executives now are extending this these financiers are much less “con- 
position made it politically uninviting concept of obsolescence to all internal servative” than union bosses who, like 
for the official Democratic leadership to activities, such as sales, merchandising, Dave McDonald, of the Steel Union, re- 
fulfill the earlier expectations of super- labor relations, and management fused to discuss working rules on the 
ficial speculators that the overwhelming- methods, as well as to the scrapping of ground that such questions had been 
ly Democratic Congress would quicken obsolete plants and machinery. The next _ settled in earlier contracts. The law of 


the inflation cycle. step in the adventure of putting our best life is that nothing is permanent except 
In addition, the Federal Reserve Sys- foot forward in meeting the new global change. 
tem, in its monetary policy, let the grow- challenge is to exert leadership in creat- There is intellectual discipline in ob- 
ing demand for credit express itself in ing public recognition that old political serving the ebb and flow in security mar- 
Os- substantially higher interest rates. This policies, laws, tax setups, consent de- kets. Such price fluctuations constitute 
at put a restraint on excessive boom ten- crees and legal precedents. union tactics, an affirmation that attitudes are not 
re dencies. and carried out the policy of and other external pressures, which are frozen forever. Those who, like myself, 
his the intellectual father of the Federal Re- reflected in the cost sheet, should be believe that enormous social gains can 
lox serve System, Paul M. Warburg, who periodically reappraised in light of flow from understanding that prudent 
re- counselled; “the way to avoid a bust is changing trends at home and abroad. finance is a constructive tool, should be 
sa to sit on the bulge during a boom.” heartened by the growing respect in 


> Economic Patriotism 
* The New Ingredient Required 


other countries for sound money and the 
market economy. A forthcoming book 
This new move must be expressed in by Wilhelm Ropke, of the Graduate In- 
had basic financial facts of life on their terms of patriotism and national sur- stitute of International Studies at 
side. The inflation psychology of in-  yival, not as a mere class approach. Geneva, should be widely read by finan- 
dustrial managers had been dampened Business executives and financiers ciers and others who are interested in 


The fiscal and monetary managers 


ned 


of by the growing impact of competitive should make clear to workers, farmers. promoting the vitality of a free-choice 
7” goods produced overseas in countries jnvestors, legislators, consumers and economic society. The book entitled: “A 
” with substantially lower money wage others that there is room for harmony in Humane Economy” will be published by 
- rates. The new ingredient was the effect jointly taking steps to improve the eco- Henry Regnery Company in Chicago. 


ds of replacement of obsolete foreign nomic position of the United States. It is Professor Répke, whose career illus- 
— plants, destroyed by bombers, with fa- essential to make clear to employees that _ trates the truth behind Oscar Wilde’s re- 





va cilities of the latest design. In addition, “job security” is no mere cliche safe- mark that “nature imitates art”, has 
rad Europe, through the common market guarded by law or by union policy, but been characterized as the architect of the 
” and the outer market, was seeking to depends on success in creating products economic policy of the West German 
be adopt another American success for- and services of a quality and price that Government. The economic comeback 
mula through widening the domestic will induce customers to buy in ever of West Germany has been described as 
consuming power. The net result has larger quantities. a miracle. In 1953, Dr. Ropke received 
; been that America, just as it has lost Trust officers and other professional from President Heuss of the Federal Re- 
mo- exclusive possession of the atom bomb, fund managers accept as obvious the public of Germany the Grand Cross of 
the has likewise been bereft of its unique- 
wed ness in ability to transform high wages 
1 by into low unit costs. Europe and Japan, 
a with new facilities and improved tech- e e 
octa- nology, are now emulating American- Institutional Research Department 
The initiated cost-reducing techniques. 
was Obviously, with foreigners ang ne Continuing and comprehensive research 
the undercut American producers, industrial 
ficial executives over here have been in no is conducted in the following fields: 
ohn- mood for further inflationary proce- 
Rav- dures, which would tend to price their Paper Industry 
iners products out of the market. 
resi: If every situation is an opportunity Glass Industry 
the for alert and thoughtful leadership, then 
they the silver lining > si in the re that Non-Ferrous Metals Industry 
best foreign competition provides a new 
ment, scale of values for judging external oo Reports are available. We invite your inquiry. 
lence ernmental, trade union, and public atti- 
ings © a which put avoidable burdens on 
tech- the cost sheet of American corporations. 
tea] This new ferment should help to get BURNHAM AND COMPANY 
» his | Of dead center frozen issues, which MEMBERS NEW YORK AND AMERICAN STOCK EXCHANGES 
.d in | Some thought were settled forever. The 15 BROAD STREET, NEW YORK 5, N. Y. 
forms |, ‘Toad to progress lies in awareness of 
rimes. ' obsolescence. 
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Merit for his services in the reconstruc- 
tion of the West German economy. 


Welfare State — Farewell 
Enterprise 


Instead of compromising with the 
“welfare state” and inflationary dema- 
goguery, which weakened the nation, 
Dr. Ropke provided the Minister of 
Economics with a blueprint of financial 
prudence. In recent years, such ideas 
have had growing acceptance in Great 
Britain, Italy. France, and elsewhere, as 
sity of Chicago economist, has noted the 
well as in Germany. 

Professor Milton Friedman, Univer- 
beginning. in this country, of a swing in 
academic circles away from the fallacies 
of John Maynard Keynes and the col- 
lectivists. 

“The clearest trend in the British uni- 
versities.” Mr. Friedman told me, “is the 
loss of faith in nationalization as a solu- 
tion for economic problems. Of equal 
importance are the doubts which have 
grown up about the beneficence of trade 
unions and other such organizations. 

. . . Turning to this country, the 
same point can be made. Contrast, for 
example, the emphasis in Galbraith’s 
books on American Capitalism and more 
recently The Affluent Society with the 


emphasis in earlier books of the 1930's 
such as Berle and Means or some of 
Stuart Chase’s books. Clearly, while Gal- 
braith is a ‘liberal’ he has much more 
respect for and is inclined to praise 
much more fervently the accomplish- 
ments of private enterprise in the United 
States than were the earlier writers. On 
the academic scene, in the late 1930's 
about the only place in the United States 
where there was a strong group in favor 
of free enterprise was at the University 
of Chicago where Frank Knight, Jacob 
Viner and Henry Simons were all strong 
proponents of 19th century liberalism. 
If one looks over the American intel- 
lectual scene today, there are many more 
individuals who would be prepared to 
support this line of opinion. There are 
people like Arthur Burns at Columbia, 
William Fellner at Yale, Gottfried Haber 
and Edward Chamberlain at Harvard, 
Fritz Machlup at Johns Hopkins and the 
like.” 

Unless men of practical affairs are 
alert to this new ferment in the “idea 
factories” at the universities where the 
laws and remedies of ten years hence 
are being germinated, they are out of 
touch with reality. 

In this Presidential election year, it 
will be well to provide yourself, gentle 
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REPORT ON OUR 100th YEAR 
1959 sales.. $74.7 million 
eos 17.6% increase over 1958 


1959 Net Earnings.. $7.7 million 


eee 39.5% increase over 1958 


Annual Report Available.In its centennial year, sales of 
Gardner-Denver Company reached an all-time record high. 
Additional information on sales, earnings and operations for 
1959 is available in the company’s 100th Annual Report. If 
you would like a copy, write to: Secretary, Gardner-Denver 


Company, Quincy, Illinois. 
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EQUIPMENT TODAY FOR THE CHALLENGE OF TOMORROW 


GARDNER - DENVER 


Gardner-Denver Company, Quincy, Illinois 






readers, with psychological gas mez -ks as 


protection against those who turn ‘o the 
shadows instead of to the basic facts, 
The measure of candidates can be taken 
by the degree to which they « iscuss 
practical approaches to curren! and 


prospective problems. 

In the Great Debate, spokesmn for 
special interests or segments are \\ asting 
their time and efforts unless the ome 
justify the free market economy it. terms 
of public benefits. 

In dealing with this issue in a discys. 
sion in his new book of the social aspects 
of the entrepreneurial system of profit 
and loss, Professor Répke comes up with 
this significant and timely conclusion; 

“As consumers, we all benefit from 
this arrangement. Yet strangely enough, 
we can be persuaded only with difficulty, 
and not always successfully, to recognize 
it... . We often behave as if the whole 
arrangement had been invented solely 
for the pleasure and advantage of the 
entrepreneurs, and therefore we tend to 
regard them as the natural advocates of 
the free market economy. This is strange. 

“It would appear natural, on the con- 
trary, that they should consider it incon- 
venient and tiresome to be saddled with 
this inducement system of the market. 
At any rate, many entrepreneurs display 
such a feeling in their attempts to with- 
draw from their position as navigators 
on the open and uncertain sea of the 
market. But if we abolish the market and 
replace it with planning authorities, or 
even if we allow government interven- 
tion and monopoly to restrict the market 
and turn it into a stagnant pool, then 
we do not need the enterpreneur. If the 
entrepreneur, like a seasick captain, 
wants to escape the whims and risks of 
the government and to take refuge in the 
safe port of planning or in security 
guaranteed by government or cartels, he 
makes himself redundant.” 

Thus, does this European scholar, in 
fresh language, demolish the retrogres- 
sive drift which has been overly politely 
called in this country the trend toward 
a “mixed economy.” In debates with 
demagogues in universities and over TY 
and radio networks, I have suggested 
changing the semantics of this strange 
admixture of free and collectivism, and 
describe it as a “mixed-up economy.” 

Dr. Roépke has rescued the free-choice 
system from the special pleading of the 
N.A.M. and has restated it in the fresh 
language of humanity. A careful reading 
of the book will support those who look 
upon Nikita S. Khrushchev, with his 
boast “We will bury you” as the boorish 
distorter of man’s destiny he really is. 
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‘+ What's ahead 


HIGHLIGHTS FROM THE GENERAL ELECTRIC 1959 ANNUAL REPORT 


for GENERAL 
ELECTRIC in 


os O S More efficient electric power systems continue to represent a major area of 
potential growth for General Electric. Above: new cost-saving method de- 


veloped for testing big motor’s ability to withstand unusual electrical overloads. 





As the 1960’s unfold, General Electric will 
make a vigorous new bid to realize a new era of 
growth through imaginative expansion of serv- 
ice to customers. Record 1959 results form the 
base upon which the Company is building for 
the decade ahead: 


e Sales climbed to a record exceeding $4.3 
billion. 


e Earnings rose to a new high of $3.19 
; per share. 


e A new high of 404,431 share owners 
of record received dividends — the 61st con- ‘ ‘ 

secutive year of General Electric dividends. ‘Electronics for industrial automation offers a new direction of sopertls based 
on General Electric’s long experience in helping customers apply electric 
power to their operations. Above: machine guided by punched-card controls. 





e Employee compensation at General 
Electric set new records both for the total 
amount ($1,785 million) and for the average 
per employee ($7,226). 


1959 developments indicate many of the areas 
of growth potential in which the Company is 
focusing attention. These include: 


e Advanced industrial systems being de- 
veloped by General Electric demonstrate 
the Company’s “unique capability” for com- 
bining experience in the electrification of 
industry with new skills in new electronics 
technologies. 





e Flexible automation: New machine-tool , . , 

controls developed by General Electric en- Potential market for total electric living is shown by gap i the $575 

she eanaiiles eunsiiehemass 1 eueenale worth of electrical home equipment in average new U.S. home today, com- 
: pared with $3,020 worth in a modestly priced Gold Medallion Home. 

e International trade is receiving fresh 


emphasis from General Electric through 
formation of the new International Group 
to consolidate export trade and foreign 
manufacturing operations. 


Other examples are at right. You’ll find details 


in General Electric’s 1959 Annual Report, 
now available. 


Py Senenat ELECTRIC 


|1959 ANNUAL REPORT 





If you would like a free 
copy of the Annual Re- 









port, write Dept. 21-G, Accelerating atomic-power development: The largest all-nuclear power 
570 Lexington Ave., New station in the U.S. is being built by General Electric to supply the Chicago 
York 22, N. Y. If you own area with 180,000 kilowatts. It will begin operations this year. 
b- wm" (General Electric shares 


hetd in the name of 2 Progress /s Our Most Important Product 


. P broker, or in the nominee 
name of a wr or trust company, write to Dept. 


GC-'2 at the same address, and we will mail G - N & x A L gE L a C T 4 | C 
you regularly our share owner publications. 
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COMMON TRUST FUNDS HOLD 699 COMMON STOCKS 


OMMON STOCK HOLDINGS OF 366 
Common Trust Funds taken as of 
the available valuation dates nearest the 
1959 year-end totalled $1,429 million 
of an aggregate fund volume of $2,701 
million. This compares with the equities 
figure of $1,269 million out of $2,407 
million in the 300 Common Trust Funds 
reported a year ago (April 1959, p. 
342). (The funds studied are those in 
operation long enough to have annual 
reports or fourth quarter valuations 
available.) Since the 55 fixed income 
funds hold no equities whatever, the 
common stock value actually represents 
58% of the combined portfolios of the 
189 discretionary, 67 restricted and 55 
common stock funds. 
As of the 1959 year-end, 699 cor- 


porations were represented in the com- 





COMPOSITION 
(Dollar figures in millions) 
DISCRETIONARY FUNDS 








U. S. Gov’ts _..$ 150.6 8.0% 
Other Gov’ts 42.0 2.2 
Corp. Bonds 430.0 22.9 
Pfd. Stocks 124.5 6.6 
Common Stocks 1,103.3 58.7 
Mortgages : : 19.8 tt 
Cash 124 0.5 
$1,882.3 100.0% 
RESTRICTED FUNDS 
U.. 8. Govts $ 52.4 14.8% 
Other Gov’ts . 71 | 5.9 
Corp. Bonds 108.5 30.5 
Pfd. Stocks 50.5 14.2 
Common Stocks - 113.5 31.8 
Mortgages - 6.2 17 
Cash 3.8 jee | 
$ 356.0 100.0% 


COMMON STOCK FUNDS 











i. SGovd ‘8 3.0 1.3% 
Other Gov’ts = 0.2 0.1 
Corp. Bonds __. 0.5 0.2 
Pia. Siwexs ......__ 0.2 0.1 
Common Stocks ___ 211.9 97.6 
Mortgages _... 0.1 0.1 
Cash . aioe ; 1.4 0.6 
S$ 2173 100.0% 
FIXED INCOME FUNDS 
UU. spGovts.. .. .§ Bas 9.5% 
Other Gov’ts ______.... 24.5 10.0 
Corp. Bonds ___. 97.9 40.0 
Pia. S0eeks 2... 84.2 34.3 
Common Stocks __. None 
Mortgages _____ é 12.7 5.2 
eld ee ee 2.4 1.0 
$ 245.0 100.0% 
338 


mon stock holdings of these funds com- 
pared with 675 in the 300 funds 
analyzed a year earlier. Additions to the 
list numbered 71 (designated by an 
asterisk in the tabulation at page 339) 
while 42 companies are no longer held 
by these funds. The discrepancy in totals 
is accounted for by company mergers. 


The 71 newly included corporations 
were well diversified, the greatest num- 
ber (23) appearing in the Industrial 
list which also showed a similar number 
of deletions. The largest net gain (12) 
was in the Merchandising and Miscel- 
laneous group where 14 new firms were 
added. In the financial area six more 
banking institutions made the list. 

In the accompanying tables, classifi- 
cation of the type of funds is made 
on the basis of investment policy rather 
than the label borne by the fund. Thus, 
a “legal” fund invested entirely in com- 
mon stocks is included among the com- 
mon stock funds, whereas another 
“legal” fund with only fixed income in- 
vestments is included with the fixed in- 
come group. The “restricted” table, 
therefore, covers only funds which by 
investment policy, if not by Plan, are 
diversified “legals.” The only change 
from last year’s method of tabulation 
is the consolidation of bond funds with 
other fixed income funds. 


Among the equities held in Common 
Trust Funds, first place has been re- 
tained by Standard Oil of New Jersey. 
In fact, the top ten companies remain 
the same as a year ago although the 
order is slightly changed as shown in 
the accompanying list. The biggest 
gainer in position was Bethlehem Steel 
(44 to 25). Two newcomers to the “Fa- 
vorite Fifty” — Consumers Power and 
Sinclair Oil — edged out American 
Home Products and Texas Utilities. 


A AA 


e Two investment funds for the com- 
bined investment of employee pension 
and profit-sharing plans at Crocker- 
Anglo National Bank, San Francisco, 
will become operative on June 1. Crocker- 
Anglo’s investment plan for employee 
benefit trusts will comprise two basic 
funds: a fixed income fund, largely in- 
vested in bonds; and an equity fund. 
However, the plan provides for one or 
more additional funds to be invested in 
other investment opportunities, should 
this be desirable, thus broadening the 
investment possibilities for participating 
trusts. 





ee 


FAVORITE FIFTY COMMON STOCKS+ 


in 311 Common Trust Funds 
Holding Stocks 


(as of beginning of year) 


No. Funds 
Rank Holding 

60 °59 60 
1 1 Standard Oil (N. J.) 245 

2 3 . General Motors _... 243 

3 2 General Electric __. 239 

4 5 American Tel. & Tel. 299 

> 4 @e Pent 2 202 

Christiana Sec. _............ 16 218 

6 6 Union Carbide _. 207 

a. T ‘Texaco cus. = 190 

8 8  Socony Mobil Oil 179 

9 9 National Dairy Products 153 

10 10 Sears Roebuck __...._ 153 
Wa 6 ww. 5s. Sea — 148 
12 11 Phillips Petroleum 147 
13. 14 American Can __. ; 143 
“4 «25... Peaacy 141 
15 12 American Cyanamid 133 
16 17. First National City Bk., N. Y. 131 
17 15 General Foods —— 131 
18 18 Kennecott Copper — 131 
19 19 Standard Oil (Cal.) 116 
20 20 National Lead 106 
21 24 Westinghouse Electric 103 
22 22 Standard Oil (Ind.) _.. 102 
23 23 American Electric Power 99 
24 26 International Paper —. 7 
25 44 #&42Bethlehem Steel —_ 95 
26 25 Johns Manville — 92 
27 34 Philadelphia Electric ___. 90 
28 21 Commonwealth Edison 87 
29 27 Continental Can 84 
30 47 Continental Insurance —___. 82 
31 29 Eastman Kodak —. 82 
oe 36 ‘Germ Products —_.._..__ 80 
S228 +Gall Oi _ 80 
34 37 International Harvester 80 
ao°.20 «| U: SS Gaon 80 
36 40 Dow Chemical — 79 
37 38 Pacific Gas & Electric _ 7 
38 41 Southern California Edison 79 
39 35 Continental Oil — 78 
40 45 International Bus. Machines. 78 
41 32 Morgan Guaranty Trust - 78 
42 31 Allied Chemical — 77 
43 33 Owens-Illinois Glass 77 
44 42 United Gas 75 
45 39 C.I. T. Financial _.... 73 
46 51 Crown Zellerbach —- 7 
47 50 Chase Manhattan Bank - 70 
48 * Consumers Power 69 
49 * Sinclair Oil — 69 
50 48 Union Pacific R. R. —- 69 
51 43 Virginia Electric & Power 69 


All ties are numbered alphabetically. 
*Newly added, replacing American Home Products 
& Texas Utilities. 
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\ _ IST OF COMMON STOCKS IN COMMON TRUST FUNDS 













a (Figures represent number of funds holding; * = stocks not represented in list of previous year; = Canadian & foreign corporations) 
S} 
Drucs, Foon, Tosacco 1958 1959 1958 1959 1958 1959 
1958 1959 Johnson & Johnson... 1 1 United Bisett 1 1 C. & S. Nat. Bk., Savannah 4 3 
Abbott Laboratories 21 20 Mead Jchasot 2 3 Cenet Freee... 22 #10 Commercial Credit «48 «=| «660 
Allied Mills zinta 2 Ene 5 ea 7 6 Conn. Gen. Life Ins. __. 5 5 
Amer. Bakeries 5 Liggett & Myers. ce acisaocoastes 10 «13 Warner-Lambert. Pharm. — 3 7 Continental Assurance —__. 2 3 
unds Amer. Chicle —..... 21 Eilily === 30 2 Wilson & Co. 0 1 Continental Casualty 6 10 
ing Amer. Home Products - 62 66 *P. Lorillard -- 0 3 Wm. Wrigley, Jr. 13 10 Cont. Ill. Nat. Bk. & Tr... 83-32 
60 foe, Sate 1 1 McKesson & Robbins _....... 13-13 Continental Insurance __.__ 81 82 
ai I i ce 38 51 Merck __...... ERA 49 . Crocker-Anglo Nat.’ Bk. _... 7 6 
45 pon Daniels-Midland _.... 2 1 National Biscuit . Re een 46 57 Financial & INSURANCE *Crown Life Ins. —.........._ 0 1 
Beatrice Foods e eaeeey : 13 National Dairy Products _..146 153 Aetna Casualty & Sur. _.... 3 3 Crum & Forster 1 2 
43 Beech-Nut Life Savers Scie 13 13 National Distillers & Chem. 3 4 Aetna Insurance _____..____ it Dun & Bradstreet - : 1 2 
39 Borden _ a enone Te 3 8 Aetna Life Ins. __. mete 2 Employers Group Assoc. 1 1 
E. J. Brach & Sons - LEE 1 1 Norwich Pharmacal _______-.. 5 5 Alexander & Baldwin naenE 1 1 Family Finance - ets 3 
22 Bristol-Myers —........-— ee 6 Parke, Davis 31 i eee 15 8 Federal Insurance reed 8 10 
California Packing ee : Penick & Ford 6 Amer. Surety _.. 1 0 Fidelity & Deposit, Md. ....... 2 2 
Campbell Soup --....-........-.-. 10 12 NN MI ia sees 3 Amer. Trust, San Francisco 4 5 Fidelity-Philadelphia Trust 3 2 
18 eee PD cS SS RE eee 2 Associates Investment __..__ 11 13 Fireman’s Fund Ins. ......... 27 24 
7 SS ee - 2 Chas. Pfizer 34 Bank of America _....... = 1525 Firstamerica . £ 17 
*Carter Products Peeve ects aie 1 Philip Morris 3 4 Bank of California 2 2 First Am. N. B., Nashville — 1 1 
00 Genoa... 16 16  Pianry —.. aw T 6 Bank of Hawaii 1 1 First Bank Stock Corp. . 2 2 
79 Colgate-Palmolive —.............. 10 11 Procter & Gamble FLAT 44 44 Bank of New York _.............._- 1 1 *First City N. B., Houston 0 1 
Continental Baking 3 4 Suamer Oats 10 «13 Bankers Trust —.. __._.... a S-. os First & Merchants N. B., 
3 Corn Products -...................... 71 80 R. J. Reynolds Tobacco _. 45 52 Beneficial Finance ’ 10 8 Richmond i 1 2 
. Cream of Wheat —.............._ 1 2 Savannah Sugar Refining — 1 1 Bishop Nat. Bank, Honolulu 1 1 First Nat. Bk., Atlanta 1 1 
03 Foremost Dairies —.........._ 1 4 Schenley Industries —___. 1 2 Boston Insurance . 2 2 First Nat. Bk., Baltimore 1 2 
18 General Foods -...................123 131 Schering -.......... 4 9 California Bank - ioe 4 0 First Nat. Bk., Boston 36 AT 
ia General Mills = a G. D. Searle __.. 4 8 Camden Fire Ins. Assn. 1 0 First Nat. Bk., Chicago 4 5 
‘ Great Western Sugar... 2 6 Smith, Kline & French 5 7 Castle & Cooke 1 1 Frist Nat. Bk., Dallas 2 2 
43 eS ee 3 5 Standard Brands 9 10 Chase Manhattan Bank - 60 70 First Nat. Bk., Memphis 1 1 
Hershey Chocolate 5 6 Sterling Drug , 47 48 Chemical Bank N. Y. Trust 29 31 First Nat. Bk., St. Louis 3 3 
i] Horn & Hardart 1 1 Sunshine Biscuit — 11 15 Christiana Securities __. 18 16 *First N. B. & Tr., Tulsa 0 1 
33 i ee ee 1% 26 Swift & Co. — 12 6 C.1.T. Financial __. 70 8673 First Nat. City Bk., N. Y..121 131 
31 —_—_ , -- 
31 wn MUMIA UE a : REGU LAR 
31 _ | Q 
=~ | 
* || CONSOLIDATED Shap | UARTERLY 
= 4 > 
* || NATURAL GAS | Pa Sp DIVIDEND 
= = Aas 
8 COMPANY L | The Board of Directors has 
2 E 30 Rockefeller Plaza = SPS 3 | declared this day 
99 New York 20, N. Y. |= KK COMMON STOCK DIVIDEND NO. 103 
7 = — |= an =a | This is a regular quarterly 
‘ =|| = | ar = dividend of 
5 | Tue BOARD OF DIRECTORS ||= . oes 
2 = | has this day declared a regular ||= ah 25¢ PER 
=|| quarterly dividend of Fifty-Five ||= SHARE 
0 = | Cents (55¢) per share on the ||= : ' | 
7 =|| capital stock of the Company, ||_ Southern California | Payable on May 16, 1960 
=|| payable May 16, 1960 to stock- [|= 2 > 
34 =|| holders of record at the close of ||= Edison Company to holders of record at close 
39 Fi| tusiness April 15, 1960. | of business April 20, 1960 
9 JOHN MILLER, Secretary \|2 DIVIDENDS Milton C. Baldridge 
0 March 16, 1960 |= The Board of Directors has | Secretary 
=|! authorized the payment of April 7, 1960 
30 TL iil | the following quarterly divi- 
0 dends: THE COLUMBIA 
0) COMMON STOCK GAS SYSTEM, INC. 
19 Dividend No. 201 
a 65 cents per share; 
: THE CINCINNATI GAS | PREFERENCE STOCK, 
| 4.48% CONVERTIBLE SERIES 
8 & ELECTRIC COMPANY | Dividend No. 52 
18 | 28 cents per share; 
/ 
* PREFERENCE STOCK, 
18 4.56% CONVERTIBLE SERIES 
7 & | a No. 48 : FEDERAL PAPER BOARD CO., Inc. 
17 Cr. ae ee : Common & Preferred Dividends: 
” ; ass ‘ — ae rd of Directors of Rare =» 
io The above dividends Per © wally aA Company, Inc. has this 
73 er ge gee on i ee Se day , declared the following quarterly 
Ou olders of recor pril 5. #8 dividends: 
1 er 107 years of uninterrupted Checks will be mailed from 50¢ per share on Common Stock. 
cash dividends on common stock he C F Bag} 3 | 2834¢ per share on the 4.6% 
10 the Company's office in Los ae Cumulative Preferred Stock. 
69 The Angeles ’ Ap ril 29. Common Stock dividends are payable 
; April 15, 1960 to stockholders of 
59 Board of Directors has » cme. Tee record at the close of business March 
declared a dividend of 37'% cents "— ee ame Rana 
59 ieee Dividends on the 4.6% Cumulative 
per share payable May i3, 1960, | $25 par value Preferred Stock are pay- 
69 J r March 15, 1960 able June 15, 1960 to stockholders 
to shareholders of record | of record May 31, 1960. 
April 15, 1960. ROBERT A. WALLACE 
ducts MILES J. DOAN, SECRETARY March <a and Secretary 
Bogota, New Jersey 
——— 
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1958 1959 1958 1959 1958 1959 16.3 1959 
First Nat. Exch. Bk., Anderson, Clayton 0 Int. Min. @& Chem. — 2 1 United Merchants & Mfg. __. 2 
ee eee ee 1 1 Armstrong Cork ___. 53 International Paper - - 85 97 United Shoe Mach. 5 7 
First N.T. & S.B., San Diego 1 1 *Armstrong Rubber 0 2 International Salt — 11 ee Ss 1 
First Penna. Bkng. & Tr... 12 12 Arrow-Hart & Hegeman El. 1 1 International Shoe — 5 U. S. Gypsum : me 80 7 
Franklin Life Ins. —-............ 1 1 Atlas Powder _._.. 8 8 International Silver —__. 0 U. S. Pipe & Foundry | es 5 « 
General American _.___ 1 2 Babcock & Wilcox _ , 4 I.T.E. Circuit Breaker 2 U..3.. Piagine Card — 0 
General Reinsurance —____. 2 2 Bassett Industries « 1 Johns-Manville — o2 UU. 3. Eaweor —. 2 
Girard Tr. Corn Exch. Bk. — 7 yj Bendix Aviation —_- .24 26 Johnson Service — 2 ey OT ee 9 
Giens Falls Ins. 2 1 *Black & Decker __ _ 1 Joy Mfg. 3 4 *U. S. Shoe 1 
Great American Ins. —_.. 8 «10 }6%*Slaw-Knox —___. 0 1 Kaiser Alum. & Chem. —_.. 3 3 Veeder-Root = 2 
Great West Life Assur. —__. 1 S (eee eee 1 © Kimberly Clark —.... 31. 40 Vick Chemical 0 
Great Western Financial _. 1 1 Boeing Airplane _— la 2 Koppers 3 2 Victor Chemical ~~... 1 
Hanover Bank, N. Y. —..- 3 2 Borg-Warner -_........____- 25 24 Kroehler Mfg. _............----- 1 0 Wagner Electric _........_.... 1 
Hanover Ins. ___- zoe Oe 1 Briggs & Stratton —_. 1 2 *Leeds & Northrup —_-.. 0 i West Va. Pulp & Paper __. 16 
Harris Tr. & Sav. Bk., eee 3 Lehigh Portland Cement __._. 6 14 Westinghouse Electric __ | 103 
as SE 2 1 *Charles Bruning — 1 Libbey-Owens-Ford Glass — 41 39 Weyerhaeuser _.... 1 WwW 
Hartford Fire Ins. 20 24 Burroughs -_.._._.... 15 Lily-Tulip Cup 10 Whirlpool —.. 1 0 
Hartford Nat. Bk. & Tr. 1 1 Cannon Mills _.. 2 hiek Bet 18 WOPmMEOM: 2 8 
Hartford Steam Boiler Insp. 1 1 Carparnewm . 2 Locke Steel Chain 0 Wyandotte Chemical - 1 1 
Home Insurance —_. Sy OR ‘Caper 2 Lockheed Aircraft 1 2ale @ Zowne —_.___ 5 10 
Household Finance _._. 2 Caterpillar Tractor _50 58 Lone Star Cement _. 21 ee | 1 0 
Industrial Acceptance —___. 2 2 Ramen NR i 1 *Longview Fibre __... 2 SO BO: 3 1 1 
Insurance Co. of No. Amer. 59 67 Champion Paper & Fibre we, 4 McGraw Edison _.............. 18 
Irving Trust, N.Y. —— 13 14 Champion Spark Plug _— - 3 a ee 3 MERCHANDISING & MISCELLANEOUS 
*Jefferson Standard Life _.._ 0 2 Chemetron = ____.- soe 1 Marquette Cement 3 Allied: Staves ae 7 
Lawyers Title Ins... 1 2 Chesapeake Corp., aie 1 2 Masonite  - he ete. 1S 16 
Life Ins. Co. of Va. 2 2 Chicago Pneumatic Tool _. 2 $ *Maytac — 1 pomsirg: easting- sal ‘, 
ps ; a mount Theater 0 1 
Lincoln Nat. Life Ins. __ ____. 6 7 Chrysier 3 0 Mead 0 ee ee S @aghee Mines 
Maine Bonding & Casualty . 1 0 Cincinnati Milling Mach. 1 1 Melville Shoe —.... 4 ance mega ee : 8 
Mfrs. Nat. Bk., Detroit - 1 1 Clark Equipment 4 4 Mesta Machine 1 Aetioe’ © - oe aerag i 8 
Manufacturers Trust, N. 'Y. 7 #12 *Clevite ea i Minn-Honeywell Regulator. 56 61 ree onto aim 1 1 | 
Marine Midland Corp... 11. 15 Cluett Peabody 4 2 Minn. & Ont. Paper _ 3 S Gillet, Gees 1 | 
Maryland Casualty —.... 8 6 Columbian Carbon __.. 2 3 Monsanto Chemical ___. 50 50 len Sager tan . 6 
: - : ; *R. R. Donnelly & Sons eo F | 
Mass. Bonding & Ins. 1 0 Combustion Engineering _. 1 1 CO ao 3 Wiltkon Bivos. Sta - . | 
Mellon Nat. Bk. & Tr. 6 6 Consol. Electrodynamics ___. 1 0 Nat. Cash Register Toenenr eres 50 64 it C el aie Cs _ r4 | 
*Mercantile Nat. Bk., Dallas 0 1 ns | | Hat. Gyppum 12 +19 F m9 eee ee Be . | 
Mercantile Trust, St. Louis 2 2 Continental Can ee eee 2 ee 84 Ds I cs 1 1 : erated Dept. Stores — 3640 | 
a First National Stores 22 «(27 ! 
Morgan Guaranty Trust _... 74 78 Corning Glass Works __...... 33 38 Nopeo Chemical __......... 2 2 = : ' 
*Food Fair Stores _..__. 0 2 | 
Nat. Bk. of Com., Houston — 1 1 SE ee ae 1 0 No. Amer. Aviation 5 8 sw. P. Fuller 0 5 
Nat. Bk. of Detroit —..... 11 11 Crown Zellerbach .......... €0 738 “No. Amer. Car 0 1 pe — 1 1 | 
Nat. City Bk., Cleveland —__. 5 6 Cummins Engine —___. . 0 Olin Mathieson Chem. 8 5 Gimbal ee a 1 ! ) 
Nat. Life & Accident mm. —. 2 4 Cutler Hammer _.._..._......... 4 3 Ot Mievmiter ..... 28 33 Coane Teles ee ae. ae 1 : : 
*Nat. Newark & Essex Bnkg. 0 1 eee 1 0 Outboard Marine Eee: 4 a 9 : 13 . : 
*Nat. Shawmut Bk., Boston 0 1 Deere _ a Owens-Corning Fibreglas. er. 3 Gienk Atlantic & Pac. 1 Te ‘a 14 
Nat. Standard Life Ins. _... 1 0 Diamond Alkali ae ese 4 2 Owens-Illinois Glass 12 #7 + tue cae 1 . k 
Nat. Union Fire Ins. _......... 4 4 Diamond National _._........._ 55 4 Pacific Clay Products ____. 1 1 Rane te : 1 0 , 
New Hampshire Fire Ins... 1 1 Douglas Aircraft -................. 2 2 Penn-Dixie Cement _. 1 1 *#Hilton Gates... eee Ar 0 : ai 
North River Ins. ___... a 1 Dow: Chemical —____.. 70 #679 Pennsalt Chemicals 16 14 S. &. Keene ee aca be 8 . 
ortwern ina, N. XY... 1 4 brave: es ee ae | 1 Penna. Glass Sand 1 1 S. H “eens erat poe 3 > 
Pacme Fimance —.__._.._ 2 2 Dresser Industries _............ 12 14 Pevverell Mfg. nin aly 1 K a aad re Pe “ 
Peerless Ins. ‘=. 3. ee 202 Philips Gloeilampen._s2—S—sS << -sbeg--geaamaaamamaas = © 
McGraw Hill _~ 2 2 
Philadelphia Nat. Bank - 2G FT Eagle-Picher - 2 Pitney-Bowes  - os 6 *R HOM = v4 
Phoenix Ins. Ui SR ee 6 Eastman Kodak 82 Pittsburgh Plate Glass" Bones 58 55 M: h “yA aa. ? i 
Piedmont Life Ins. Pee cea 1 0 Eaton Mfg. _..... : 9 Polaroid ; 2 3 waage a 8 58 
May Dept. Stores _. 45 56 
Pittsburgh Nat. Bank _...... 4 3 Ekco Products —__.. 4 Puget Sound Pulp & Timber 1 | Sintcanacc Ward 415 
Provident Tradesmens Bk. Elec. Storage Battery _ seecdion 1 0 I a 2 +My = Cc ~ tad o . & 
& Tr., Phila, 1 1  *Emhart Mfg. ae a i = (nee 0 1 ry Pon. galas m_ 
: G. C. Muspiy —........... 16 16 j 
RN I cee 10 13 Endicott Johnson ___. 1 1 Radio Corp. of Amer. 16 21 5. I. Newb e 8 
Republic Nat. Bk., Dallas... 5 4 Ex-Cell-O 44  Raybestos-Manhattan $8 eK Mews ys 
Riggs Nat. Bk., Wash’ ton - — 0 Fafnir Bearing __. ins ae 1 Oe Se eee 2 1 ewport News Shipbuilding 0 2 a 
4 . *A.C. Nielsen __.. 0 1 
St. Paul Fire & Marine Ins. 4 5 Fansteel Metallurgical ee 1 1 Reliance Elec. & Eng. Sp nee 2 1 Oahu Rwy. & L A. 
Seaboard Finance —__..... 3 4 Federal-Mogul-Bower 2 2 Riegel Paper iota Ie 2 i -_ . : 
ss oe | ee 1G 1 
Seattle-First Nat. Bk. 3 4 Federal Paper Board ____... 1 3 Robertshaw-Fulton _. ss ‘1 1 Ded ied Qian 1 1 
Security-lst Nat. Bk., .. “A. 15 15 Fibreboard Paper Prod. _.. 3 4 H. H. Robertson sid i le ; 0 1 
Smith Investment 1 1 Firestone Tire & Rubber _.. 41 44 Rohm & Haas _. 3 3 SiaRie an a” 7 
Southwestern Life Ins. 1 1 Flintkote _ ee 4 Roval McBee __..........-.-_. 2 0 ie ie eaten pet : 137 - 
Springfield Fire & Marine — 1 0 Food Mach. & Chem. en 19 26 Ruberoid __ _.,.. 3 2 *Spiegel een ae es 7 1 
*Standard Accident Ins. 0 2 Foote Mineral ——__________. 2 2 St. Regis Paper PAs oe 7 12 Bice. Sonia in 1 1 
James Talcott... —__. 0 1 ord Meer 32 40 Sangamo Electric 1 1 Thrifty Dru “Bt — > 
*Title Insurance & Trust, Gardner Denver _... __..._.... 4 5 Seott Paver Saas a Time y Se 1 4 
DG ARNE siccneeceeentst caries, 0 1 Gen. Amer. Transportation 34 43 Sherwin Williams 40. 42) «Western 1 U ll aa ( 1 
 eaneseermm . BY 18 General Controls __.. 0 *Simvlicitv Pattern 0 1 - orngee Reimeypuallmmmmmomaaa 4 
zm Pr *White Stores Se 0 1 
Travelers Ins. _. . 26 30 General Dynamics 6 Saar aes. 3 0 Winn-Dixie Steces 9 4 
U.S. Fidelity & Guaranty - . 14 General Electric - 239 Spencer Chemical _ 4 5 F. W. Woolworth 39 38 
U. S. Fire Ins. _._.. 2 2 General Motors — 7 243 Sperry Rand _.. = Oo {oot een ee a oe 
U.S. Nat. Bk., Portland . eee 1 3 General Portland Cement . ee 16 Sprague Electric 2 2 
et es a i 2 *General Railway Signal _... 0 1 Sauare D __. a 14 PETROLEUM, Minine & Meats 
Westchester Fire Ins. _....... 2 2 *General Refractories —____. . 2 Standard Pressed Steel . wae 2 2 Allegheny Ludlum Steel 7 7 
General Tire & Rubber ___. 2 1 Standard Register 1 3 tAluminium, Ltd. 19 14 
INDUSTRIAL Genesco 7 Stantey Wotks 2... 2 2 Aluminum Co. of Amer. 59 63 
Gillette 17 Stauffer-Chemical 6 11 Amerada Petroleum ___._ 14 12 
Addressograph-Multigraph — 25 28 P. BH. Glatfeter —___.___. in 1 J. P. Stevens __._.. aca biadecis a 1 Amer. Metal Climax _. 3 2 
*Air Products 1 Glidden .- iis ies eee i) 7 Sunbeam el ‘ 3 5 Amer. Smelt. & Ref. _ 24 «15 
Air Reduction 37 B. F. Goodrich - oe ees 50 53 Sutherland Paper ___ pees 4 4 ee 8 8 
Allied Chem. _ 17 Goodyear Tire & Rubber _.. 51 62 *Taylor Instrument 0 1 Armco Steel _.. 38 46 
Allis-Chalmers _.. 14 Gould-National Batteries _. 4 5 Tecumseh Products 2 1 Ashland Oil & Ref. - 1 0 
Alpha Portland Cement __.. 3 3 TG i I sa 8 6 Tennessee Corp. _...............-_ 6 6 Atlantic Refining 26 «25 
Amer. Ade Titer $$... 1 0 Great Northern Paper - 1 1 Texas Gulf Sulphur _..... 18 10 ‘t*Ayrshire Collieries 0 1 a 
Amer. Agri. Chem. _.. 2 2 Co, ES i 2 *Texas Instruments ___ 0 1 Bethlehem Steel _ 67 «95 Z 
Amer. Brake Shoe -__. _. 5 Haloid Xerox __.__.. 1 1 Thompson Ramo-Wooldridge 8 19 Bridgeport Brass - 1 1 a 
Amer. Can -__._. a 125 143 Hammond Organ _.. 2 3 Timken Roller Bearing ___ 3 4 *Carpenter Steel __ 0 1 3 
Amer. Chain & Cable __ = 1 Harbison-Walker Refract. _ 10 13 ee aS 1 1 Cerro de Pasco _.......__.. 1 0 3 
Amer. Cyanamid es 129 133 Hart, Schaffner & Marx ___ 1 2 Torrington —_. 2 2 Cities Service 5 7 x 
Amer. Mach. & Fdry. — a 1 Hercules Powder 37 *Tractor Supply 0 1 *Cleveland Cliffs Iron _... 0 2 a 
Amer. Marietta —._-.- 1 7? PO a =a 1 Trane 5 5 Consolidation Cval _ 5 4 & 
Amer. Optical - See ae: Hevi-Duty Electric _________ 1 0 *Uarco 0 1 Continental Oi] _...__ 71 #8 & 
Amer. Potash & ‘Chem. phen, se 4 Hewitt-Robins 0 T*Unilever — ..... 0 2 t*Cypress Mines _...... 0 1 & 
Amer. Rad. & St. San. _. 3 0 Hooker Chemical — 23 Union Bag-Camp Paper ‘0 . 28 Freenort Sulphur : 2. & 
De 1 1 ieee) Come 10 Union Carbide __ “192 297 Granite City Steel 1 2 f 
Amer. Viscose _..._........ 10 g Ingersoll-Rand ‘ aid) United Aircraft - 12 OK Gulf Oil 7980 
*AMP 0 1 International Bus. Mach. a Ot EB United Carbon __ . 8 6 Halliburton Oil Well Cem. _16 16 
Anchor Hocking Glass —_.... 9 7 International Harvester _.. 71 80 United Eng. & Foundry ei i 1 Menemtia OFF 1 2 
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1958 1959 
+Hudson Bay Min. & Smelt. 1 1 
Inland Steel -—..-----... 59 
+Intern ynal Nickel - 20 
Island ‘reek Coal _. 4 
Kennecctt Copper -.- 131 
Kern County Land —_. an 2 
Zamanee On 1 
Louisia:a Land & Explor. 9 11 
Minn. Mining & Mfg. 57 42 
Mueller Brass ---—----- 2 
Nationa! Lead —- 106 
Nationai Steel —_-_. 45 
Newmont Mining -.. 5 
New Jersey Zinc 1 
OS a 37 
Peabody Coal -- 1 
Phelps Dodge —----—----- 43 
Phillips Petroleum — 147 
Sere cee eed 7 9 
Republic Steel — 15 22 
Revere Copper & Brass -_..__. 1 3 
Reynolds Metals - * 9 
NS 2 3 
+Royal Dutch Petroleum _... 11 16 
— Joseph Lead —_____. 4 . 
*Safway Steel Prod. —. 0 1 
Schlumberger ---....-.----. 1 1 
Shamrock Oil & Gas _.. 2 4 
I a ne 55 
Eee ree 69 
Skelly Oil 1 
Socony Mobil Oil . 179 
South Penn Oil —.__.... 0 
Southland Royalty 3 
Standard Oil—California _.108 116 
Standard Oil—Indiana ___. 96 102 
Standard Oil—Kentucky _. 3 8 
Standard Oil—New Jersey _227 245 
Standard Oil—Ohio —........._ 7 11 
Stonega Coke & Coal 1 1 
Sunray Mid-Continent Oil — 5 10 
EE eee eee 171 190 
Texas Pacific Coal & Oil ___ 3 2 
ee 11 | 
ane Goal . © 1 
U. S. Steel = _......122 148 
*Universal Oil Products . aioe 0 1 
OO eee eee 1 0 
Virginia Coal & Iron __... 1 1 
*Warner ssinegataaetincbies . © 1 
Woodward Iron. ptdiciceeatektie 2 1 
Youngstown Sheet & Tube. 5 10 

Pusuic UTILITIES 

ee eae 1 
Amer. Elec. Pwr. -. 99 
Amer. Nat. Gas 39 





Amer. Tel. & Tel. 
Arizona Pub. Serv. —........ 
Arkansas-Louisiana Gas 
Arrow Head & Puritas 
Water 
*Atente Gas 14. 
Atlantic City Elec. —....... 
Baltimore Gas & Elec. 
*Black Hills Pwr. & Lt. 
Boston Bainee 
+*British Columbia Tel. 
Brooklyn Union Gas 
Carolina Pwr. & Lt. 
Carolina Tel. & Tel. 
Central Hudson Gas & ‘El. 
Central Illinois Lt. 
Central Illinois Pub. Serv. _— 
Central Louisiana Elec. 
Central Maine Pwr. _.__.__.. 
Central & Southwest 





Cincinnati Gas & Elec. ____.. 
Cincinnati & Sub. Bell Tel. 
Cleveland Elec. Illum. __. 
Colorado Interstate Gas __... 
Columbia Gas System _____. 
Columbus & So. Ohio Elec. 
Commonwealth Edison __. 
Commonwealth Nat. Gas _.. 
Community Pub. Serv. _._ 
Connecticut Lt. & Pwr. __. 
Consolidated Edison _.______. 
Consol. Nat. Gas __..... 
Consumers Pwr. ___. 
Dayton Pwr. & Lt. __.._. 
Delaware Pwr. & Lt. 
Detroit Edison 
Duke Power 
Duquesne Lt. aS 
East. Gas & Fuel “Assoc, ches 
El Paso Nat. Gas ________. 
Equitable Gas _. 
Florida Power —_..__.__. 
Florida Pwr. & Lt. —________ 
Gas Service __ re 
General Public Utilities iS 
General Tel. & Electronics _ 
Gulf Interstate Gas _____. 
Gulf States Utilities 
Hackensack Water ______. : 
Hartford Elec. Lt. 
Hawaiian Electric ___. 
Hawaiian Telephone - 
Houston Ltng. & Pwr. __ 
*Houston Nat. Gas 
Idaho Power —......______ 
iinois Power —.....___ 
Indianapolis Pwr. & Lt. _. 
International Tel. & Tel. _.. 


1958 1959 
222 
5 7 
4 6 
1 1 
0 z 
5 5 
49 59 
0 ZL 
19 20 
0 2 
5 6 
23 4 8=629 
3 3 
1 1 
9 8 
9 12 
2 2 
1 1 
52 59 
42 43 
2 2 
54 57 
3 3 
18 26 
5 7 
97 87 
3 2 
1 1 
7 7 
54 
52 
69 
30 
15 
18 
7 
57 
1 1 
15 14 
11 15 
i. eee 
230-23 
2 0 
-41 46 
33 42 
1 0 
33387 
1 2 
2 3 
1 1 
1 pi 
32 = 32 
0 1 
11 18 
41 46 
18 19 
1 3 


ie RO 193 





International Utilities 
Interstate Power —.__..___. 
Iowa-Illinois Gas & Elec. __ 
Iowa Power & Lt. —...___.. 
Kansas City Pwr. & Lt. 
Kansas Gas & Elec. __.__. 
Kansas Pwr. & Lt. _ 
Kentucky Utilities 
Laclede Gas __.._. 
Lee Telephone 
Lone Star Gas ___ _.._.... 
Long Island Lighting 
Louisville Gas & Elec. 
Madison Gas & Elec. 
Middle South Utilities 
Minneapolis Gas 
Minn. Pwr. & Lt. __..___.. 
Miss. River Fuel : = 
*Montana-Dakota Utilities pe 
Montana Power _......._. 
National Fuel Gas _..____. 
New England Elec. System 
New England Tel. & Tel. __ 
New Jersey Nat. Gas 





N. Y. State Elec. & Gas __. i 


Niagara Mohawk Pwr. 
Northern Illinois Gas __.... 
Northern Ind. Pub. Serv. _.. 


Northern Nat. Gas { 


Northern States Pwr. 
Ohio Edison __.__. 
Oklahoma Gas & Elec, 
Oklahoma Nat. Gas 
Pacific Gas & Elec. _..... 
Pacifie Lighting 
Pacific Pwr. & Lt. —_....__ 
Pacific Tel. & Tel. 
Penna. Pwr. & Lt. - ; 
Peoples Gas Light & Coke : 
Philadelphia Elec. - 
Pioneer Nat. Gas __....... 
Portland Gen. Elec. 
Potomac Elec. Pwr. ___.. 
Public Service Elec. & Gas 
Public Service—Colorado _ 
Public Service—Indiana __.. 
Puget Sound Pwr. & Lt. ___ 
Rochester Gas & Elec. _____ 
San Diego Gas & Elec. 
Savannah Elec. & Pwr. ____. 
South Carolina El. & Gas __ 
*South Jersey Gas __............. 
Southern Co. 
So. 
So. 
So. 
So. 
So. 


California Edison - 
Colorado Pwr. 

Indiana Gas & El. 
ee ie. 
New England Tel. ______ 





23 


2 


_ 25 


22 


a, 


1 
4 


32 
. 23 


33 
37 
6 
12 
8 
2 
11 
0 
49 
70 
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1958 1959 
Southern Union Gas _____. 2 2 
Southwestern Pub. Serv. _. 6 8 
Stamford Water —.........: 1 1 
a, a re | 7 
*Telephone Service—Ohio _.. 0 1 
ie Us 61 58 
i 0 2 
Tucson Gas, El. Lt. & Pwr. 1 1 
Union Electric (Mo.) —.... 17 21 
United Gas ______. es 
United Gas Improvement _ 7 10 
United Illuminating _ 1 
*United Utilities ______. 1 
Utah Power & Light 11 
Virginia Elec. & Pwr. _ 69 
Washington Gas Lt. : 5 
Washington Water Pwr. _. 5 5 
West Coast Telephone ______. 1 1 
West Penn. Elec. aa a 
Western Mass. Cos. _......... 3 3 
Wisconsin Elec. Pwr. —..._.. 29 37 
Wisconsin Pwr. & Lt... 1 1 
Wisconsin Public Serv. 7 9 
TRANSPORTATION 
Amer. Airlines ms meee ee 2 
Atch. Top. & Santa Fe —— 47 
*Baltimore & Ohio —--...... 0 1 
Buckeye Pipe Line ______. 1 1 
Carolina, Clinchfield & Ohio 2 3 
Chesapeake & Ohio —_... 29 34 
*Chicago Great Western _..... 0 1 
*Cleveland & Pittsburgh —_. 0 1 
Denver & Rio Grande 
Te oe 2 3 
Eastern Airlines —-............ 1 1 
Great Northern —_............... 13 15 
Greyhound P sae 1 1 
Kansas City Southern paieoaa 3 4 
Louisville & Nashville —_. — 11 
N. Y., Chic. & St. Louis _... 1 1 
Norfolk & Western —...... 22 27 
Northern Pacific —— — 2 4 
Panhandle East. Pipe Line _ 15 14 
Piedmont & Northern __- 1 1 
Rich., Fred. & Potomac _... 1 1 
Seaboard Air Line — 8 6 
Southern Rwy. -—--.--.......-- 11 15 
Southern Pacific Rwy. — 7 13 
Tennessee Gas Trans. - 6 14 
Texas Eastern Trans... 2 1 
Union Pacific ee ae 
Union Tank Car ___. 4 : 
United N. J. R. R. & Canal 1 1 
*U. S. Freight — 0 1 
WII Sic opdtetaticscencmen 3 








| 
GARDNER 


DENWER 


stock 


1960, 


Nay 6, 1960. 


Quinc, 
March; 


Illinois 
24, 1960 








04th CONSECUTIVE 
DIVIDEND 


ON COMMON STOCK 


A quarterly dividend of $.50 
per share on the common 
of Gardner-Denver 
Company has been declared 
by the Board of Directors of 
the company, payable June 1, | 
to stockholders of re- 
cord at the close of business 


| 
O. C. Knapheide, Jr. | 


Secretary 











particular attention to “discount” 
maximum 25% tax on any capital gains when the discount bonds 
mature, or when you sell them, the tax is usually more than offset 
by two major advantages: 1) attractive yield, and 2) greater quan- 
tity of discount bonds available for a given number of dollars 
than current coupon bonds. 

In addition, our Booklet answers these questions: 


* Are discount bonds good investments for those trying to 


build estates? 


CREATIVE 
RESEARCH 


Key 


to sound 
investing 





Tax Time and Tax Exempts 


April 15th is a day for investors to ponder the benefits obtainable 
from tax-free municipal bonds. Our new Bond Booklet discusses 


bonds. Although you pay a 


| 
| these bonds, lists our selections in the current market and pays 
| 
| 
| 
| 
| 
| 


This Booklet is now available to investors. For your copy, 


| * Can they be used for setting up educational funds? 
| simply write Department K. 

| 

| 


GOODBODY & CO. 


ESTABLISHED 1891 
Members of leading Stock and Commodity Exchanges 
HOME OFFICE 2 BROADWAY, NEW YORK 4 
MIDTOWN OFFICE 60 EAST 42ND STREET, N. Y. 17 
BOSTON OFFICE 125 HIGH STREET, BOSTON 10 
OFFICES IN 39 CITIES 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 

































YIELDS oF YIELDS oF PRICES, DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
i : 1 tear ‘ + [L220 PRICES ANDDIVIDENDS ~=—i(<‘é~S 
DOLLARS PER SHARE 
' | 200 ; 












PRICES 























YIELD 
-4 % 
r YIELDS ait 
= _ ote gt 
Po poet ” \ne 
L i Re a < : 
eS a “~ a od 
4.8 — 3 YEAR ae Aaa VV eo 
o°0000 10 YEAR oe eeeccece Aa a. 4 DIVIDENDS 
-5.2 -—— 3%s,0F 4 ---- A ee 
6/15/83-78 «n= BAG 
- 5.6 + + 5.8 = 
ils “4 
- 1957 1958 1959 1960 - 1957 1958 1959 1960 1957 1958 1959 1960 
—— End of Month Range for Period 
1960 1960 1959 1960 1951-59 
i. Feb. Men, Miter tubtew 1946-50 1941-45 1931-40 1919-1930 
1. U.S. Government Bond Yields 
3-Year Taxable Treas. _.._-_.-_-_--—_ % 4.14 4.83 4.02 5.11-4.04 5.17-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
6-Year Taxable Treas. _._..-.-_- ss % 4.24 4.78 4.02 5.07-4.12 5.10-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. 4.31 4.57 4.00 4.91-4.15 4.87-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/16/72-67 __.-_-_-.-. &% 4.12 4,29 3.90 4.68-3.97 4.64-2.21 2.48-1.96 2.48-2.03 (a) (a) (a) 
Victory 214s, 12/15/72-67 __.-_ --- % 4.04 4.19 3.90 4.59-3.92 4.58-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) 
314s, 1983-78 % 4.14 4.20 3.93 4.44-4.03 4.39-2.59 (b) (b) (b) (b) 
3s, 1995 % 3.80 3.88 3.71 4.10-3.69 4.06-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term —__._.--_---- % 4.45 4.54 4.15 4.61-4.44 4.61-2.65  2.91-2.46 2.88-2.59 5.75-2.70 6.88-4.42 
Aa Rated Long Term ——_-_-_-__ % 4.56 4.67 4.26 4.78-4.56 4.78-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term ——-__-__ % 4.81 4.91 4.41 4.95-4.81 4.92-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term __------- Ss % 5.17 5.31 4.83 5.37-5.17 5.32-3.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax Exempt Bond Yields 
Aaa Rated Long Term __--_-- + % 3.28 3.39 3.06 3.53-3.28 3.65-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
As Rated Long Term ———_._ % 3.54 3.65 3.23 3.76-3.54 3.81-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term ——______ —- 3.75 3.91 3.56 4.06-3.75 4.03-1.72  2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term ——_-__----__ -. % 4.22 4.32 3.92 4.46-4.22 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
pS ee enn ae 4.70 4.78 4.36 4.82-4.70 4.85-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade —._____-____ X §.21 5.22 4.85 5.23-5.21 5.60-4.45  6.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
eee % 4.47 4.57 4.28 4.68-4.47 4.67-3.45  3.92-3.27(e) (e) (e) (e) 
Medium Grade —__-_-__--__ % 4.84 4.90 4.67 4.98-4.84 5.16-3.80  4.20-3.52(e) (e) (e) (e) 
Utilities—Low Dividend Series 
CS een. 4.88 4.89 4.56 5.06-4.88 5.12-3.77  4.24-8.40(e) (e) (e) (e) 
Medium Grade _______.. % 5.09 §.11 4.88 5.30-5.09 5.34-4.17  4.65-3.69(e) (e) (e) (e) 
5. Common Stocks : 
125 Industrials—Prices (g) ——__ $174.01 177.30 174.47 178.05-174.01 196.07-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) § 
125 Industrials—Div. (g) ————___ 6.03 6.03 5.72 6.04-6.03 6.01-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(f) 
125 Industrials—Yields —___ % 3.47 3.40 3.28 3.47-3.39 6.79-2.96  7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19(f) 


(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 


(e)—Low Dividend Preferred Yield Averages in this series date from 

Jan. 2, 1946. 
(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 


—— 
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Fuullman Incorporated 


ANNUAL REPORT 1959 


























Pullman Incorporated earnings in 1959 after taxes were $13,542,752, or 


$5.87 per share, as compared with $8,454,190, or $3.63 per share, in 1958. 
The improvement in consolidated earnings, coming principally from the 
Kellogg companies and the Trailmobile group, demonstrates the benefits 
to Pullman Incorporated of the diversification program that commenced 


with the acquisition of The M. W. Kellogg Company some 15 years ago. 
Further diversification of Pullman’s interests was accomplished during the 
year through the acquisition of the Swindell-Dressler Corporation of 
Pittsburgh and the formation of Transport Leasing Company, both of 
which are now wholly-owned subsidiaries of Pullman Incorporated. 


ANNUAL REPORT HIGHLIGHTS 


FINANCIAL OPERATIONS 
Revenues 
Expenses 





—T 


TRANSPORT LEA 





DIVISION AND SUBSIDIARIES 


Pullman-Standard division 
The M. W. Kellogg Company 
Trailmobile Inc. 
Trailmobile Finance Company 
Swindell-Dressler Corporation 
Transport Leasing Company 


Income before Income Taxes 
Federal and Foreign Income Taxes 


bes 


Net Income 


Net Income Per Share 
Dividends paid 


FINANCIAL CONDITION (Year End) 
Current Assets 
Current Liabilities 


Working Capital 

Investments and Other Assets 

Property, Plant and Equipment, at 
Cost less Depreciation 


Stockholders’ Equity 


Consisting of: 
Capital Stock 
Capital Surplus 
Earned Surplus 


Number of shares outstanding at December 31 
Stockholders’ Equity per Share 





1959 1958 
$406,870,010 $37 1,728,569 
383,444,258 357,794,379 
23,425,752 13,934,190 
9,883,000 5,480,000 
$ 13,542,752 $ 8,454,190 
$5.87 $3.63 
$4.00 $4.00 
$169,127,926 $172,955,948 
46,567,620 46,322,166 
122,560,306 126,633,782 
20,634,262 15,924,972 
37,567,832 35,679,794 
$180,762,400 $178,238,548 


$ 92,315,160 
32,034,935 
56,412,305 


2,307,879 
$78.32 


$ 93,208,120 
32,995,928 
52,034,500 


2,330,203 
$76.49 


For a copy of the 1959 Annual Report write: Pullman Incorporated 100 West 10th Street, Wilmington 99, Delaware 
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RTICLES IN POPULAR AND TECHNICAL 
A journals during the past two years 
have titillated interest in the so-called 
“fuel cell.” Several brokerage houses 
have recently published glowing reports 
crediting one old-line manufacturing 
company with a fuel cell “break- 
through.” 

Dozens of manufacturers, government 
agencies and universities, here and 
abroad, are actively pursuing fuel-cell 
research and technology. But few hard 
facts have been printed, partly because 
the manufacturers have been jealously 
guarding whatever secrets they may 
have, partly because the concept of the 
fuel cell is brand new to most people, 
although its history extends back to 
1839. 

The fuel cell device converts the chem- 
ical energy of fuels directly into elec- 
tricity, and operates with a steady and 
constant output of electrical energy and 
continuous supply of fuel. Most of civili- 
zation’s energy today comes from the 
conversion into heat of the chemical 
energy of coal, petroleum and natural 
gas, by combustion. 

Why all the current excitement? The 
reasons are: 

1. In present processes of puttine 
chemical energy to work, we throw most 
of it away. First we convert it into heat; 
then we convert the heat into mechanical 
energy; the mechanical energy is then 
used directly (as in an automobile en- 
gine) or is converted in turn into elec- 
tricity. 

Internal combustion engines have 
reached a peak of efficiency of 25 to 
30%, high-temperature gas turbines are 
approaching their limit at 40%, the 
most modern power stations reach 35- 
40% efficiency, which is believed about 
the maximum we can expect. As a matter 
of fact, the second law of thermody- 
namics imposes an absolute ceiling on 
efficiency. 

On the other hand, the fuel cell 


theoretically may approach 100% eff- 


344, 


ON THE ENERGY FRONT .. . 


ROBERT RESOR 


Vice President, Bozell & Jacobs, Inc., in charge of Nuclear Energy Divisio 


THE FUEL CELL — 
WHAT IS IT AND WHERE IS IT GOING? 


ciency and practical efficiencies of 60-80 
are quite feasible. The key to this is 
found in the definition given above: the 
fuel cell converts the chemical energy 
or fuels directly into electricity, without 
loss en route. 

2. But until the last few years it 
seemed that development of the fuel 
cell had reached a dead-end. Scientists 
could not find the proper ingredients to 
enable them to get enough power, in re- 
lation to weight and volume, to make 
fuel cells serve any but specialized uses. 


A VWapsaty 


of Combinations 


Only recently have there been break- 
throughs. The great postwar surge of 
science has b-ovght new knowledge of 
solid state physics and catalysts which 
have opened new avenues of fuel cell 
research, Better electrodes, better elec- 
trolytes and better arrangements of the 
various ingredients in the cell are all 
“in the works.” 

In principle the fuel cell is similar 
to an ordinary storage battery, but note 
that the fuel cell delivers “a steady and 
constant output of electrical energy with 
continuous supply of fuel.” To “charge” 




















Toy train speeds 
around track powered 
by electricity from a 
thermo-electric gener- 
ator without batteries 
or moving parts. De- 
veloped at Westing- 
house research labora- 
tories, the generator 
consists of a propane 
torch applied to a ser- 
ies of thermo-electro 
junctions. 





















the fuel cell, you refill it with the ap. 
propriate chemicals. 

Most noteworthy advantage of the 
fuel cell over the standard lead-acid 
storage battery is an energy capacity 
approaching 250 to 300 watthours per 
pound, for the newest versions, versus 
8 to 10 watthours per pound for the 
standard auto battery. All fuel cells 
contain certain elements: 


1. A postive electrode 

2. A negative electrode 

38. An electrolyte which serves as a 
connecting medium between them 

4. An oxidizing agent (“fuel” sup- 
plied to positive electrode) 

5. A reducing agent (‘“‘fuel” supplied 
to negative electrode) 

6. A catalyst to speed up the action 
among these ingredients 


Some of these elements may be con- 
tained in the cell separately. Others may 
be combined and serve double duty, 
e.g. an electrolyte also serving as a 
reducing agent and there are many types 
of fuel cells using an almost unlimited 
combination of fuels. Let’s take the hy- 
drogen-oxygen cell, because cf its sim- 
plicity, as an example of how a fuel 


cell operates. The principle of opera — 
tion of the hydrogen-oxygen cell is | 
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A new concept in nuclear reactor design 
may make it possible to turn the heat of 
fission directly into electricity, according to 
atomic scientists of Westinghouse Electric. 
Such a thermoelectric nuclear reactor would 
make electricity without steam, turbine- 
generator, and other aids found in existing 
power stations. 


simply the reversal of the process of the 
electrolysis of water where electrical en- 
ergy is applied to two electrodes im- 
mersed in water and the water is broken 
down into its components, oxygen and 
hydrogen. In the fuel cell, on the other 
hand, water is formed from the “fuels” 
— oxygen and hydrogen — and a flow 
of electricity is produced. 

This electric current is produced with- 
out moving parts, without vibration or 
noise, with no noxious gases (plain 
water is the only “exhaust”), with un- 
paralleled efficiency, and minimum main- 
tenance. 


Applications of the Two 
Basie Types 


The two basic types of fuel cell which 
have been under development are (1) 
the low and medium-temperature cells 
and (2) the high-temperature cells, 
which are the most highly developed. 
The former operates at ranges from 
room temperature to about 250 degrees 
centegrade. Low and medium-tempera- 
ture cells usually depend for high out- 
put on the use of relatively pure oxygen 
and hydrogen. 

As to applications, it appears that 
the low- and medium-temperature cells 
are best adapted to special military ap- 
plications and civilian traction, includ- 
ing possible use in automobiles to re- 
place the internal-combustion engine. 
Patterson-Moos Division of Universal 
Winding Company, for example, ‘is 
working on a 1.5 kilowatt cell for the 
Air Force and a 10 kilowatt cell for the 
Navy. 

In the opinion of F. T. Bacon of Cam- 
bridge University, one of the original 
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Progress can be a tangible thing . . . measured 











and evaluated, set forth in figures. More elusive but 
equally important is the feel of progress—the po- 
tential of a people and an area. Serving home, farm 
and industry in this growing area, Vepco keeps its 
finger on a strong and steady pulse. It is a part of 
our progress. In our 1959 Annual Report we have 
attempted to capture both. The tangible—the facts 
and figures, measurements and evaluations. The po- 
tential—the energy of a people, the plans ... the 


promise. 1959 was our 50th year of progress. 


For your copy of our 1959 Annual Report please write 
to: The Secretary, Virginia Electric and Power Company 





1959 HIGHLIGHTS 


1959 Increase over 1958 
Property and Plant $665,000,000 $40,000,000 
Operating Revenues 202.0... eee eeeceeeseeeeeee $150,856,000 $11,196,000 
Balance for Common Stock ..........00--..0--0-- $ 25,392,000 $ 1,855,000 
Earnings per share (14,910,000 shs. 1959— 

14,200,000 shs. 1958) .........-....cssssssose $1.70 $.04 
Number of Customers o........c-ccccccsccecescessece 840,000 25,700 
Electric Sales—thousands of kwh .......--.csssse 7,503,000 820,000 
Service Area Peak Load—kw ..0.......cesscee 1,617,000 178,000 

sua 6,967,000 153,000 
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developers of the oxygen-hydrogen fuel 
cell, “it is unlikely that the cell will ever 
compete on a weight basis with the in- 
ternal combustion engine.” Pure hydro- 
gen and oxygen are certainly not ideal 
fuels, presenting handling as well as 
storage problems. 

Despite the pessimistic prediction, 
Chrysler is said to be planning a new 
“idea car,” the Cella I, to be powered 
by a fuel cell supplying electricity to 
four high-speed electric motors. The 
motors are to be individually coupled 
to each wheel. 

Last month Victor G. Raviolo, execu- 
tive director of Ford Motor Company’s 
engineering staff, said that the fuel cell 
theoretically holds the greatest promise 
for the future in automobiles. Industrial 
vehicles such as fork lifts are other ob- 
vious fuel cell prospects. 

National Carbon Company is studying 
a low-temperature cell which would sub- 
stitute sodium for hydrogen, which 
might make it possible to replace oxy- 
gen with ordinary air without too great 
loss of current. This would reduce both 
weight (eliminating cylinders of oxy- 
gen) and handling problems. 

Meanwhile, Allis-Chalmers Manufac- 
turing Company appears to have stolen 
a march on its competitors. Last October 
the company revealed that it has devel- 
oped a fuel cell which operates at room 
temperature and atmospheric pressure 
— and on a mixture of fuel gases (large- 
ly propane) plus ordinary air, rather 
than hydrogen and oxygen. 


Automotive and Power Plant Use 


Allis-Chalmers rolled out a tractor 
with sufficient power to pull a two-bot- 
tom plow, propelled by 1,008 fuel cells 
feeding current to a 20 horsepower elec- 
tric motor. The editors of Farm Journal 
were impressed by the fact that the trac- 
tor pulled the plow for 17 minutes on 
two pounds of propane, about equal to 
1% gallon of gasoline, and, they said, 
“at about half the cost of a gasoline 
tractor.” 

Details of the remarkable Allis-Chal- 
mers cell will not become available until 
the company gets patent coverage. The 
company is close-mouthed also about 
its overall aims in this field, although 
one source told the writer that Allis- 
Chalmers is not so much interested in 
developing the cell for motive power as 
it is in developing “systems” based on 
fuel cells. This could mean central sta- 
tion systems — Allis-Chalmers is a 
major supplier to the electric utility in- 
dustry. 

There has been 


some speculation 
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about the fuel cell 
for use in 
power generation, 
particularly since a 
small fuel cell sys- 
tem is just as effici- 
ent as a large one. 
Observers point out 
that about 30 per 
cent of the delivered 
cost of electricity 
represents distribu- 
tion cost. Particu- 
larly where the 
home or cottage is 
far from power 
lines, the fuel cell 
system looks inter- 
esting. The Amer- 
ican Gas _ Associa- 
tion for obvious 
reasons is fascinated 
with the thought of 
connecting a home generating system of 
fuel cells directly with the natural gas 
line. 


home 


Other applications that come to mind 
are fuel cell-powered scooters, lawn 
mowers (silencing that suburban noise- 
maker at last), portable saws, and pleas- 
ure boats, in addition to military and 
space uses. 


Electric utility engineers have con- 
sidered the feasibility of a plan to 
utilize relatively cheap and abundant 
hydroelectric power, generated in a 
sparsely populated region, to produce 
hydrogen and oxvgen by means of 
electrolysis, then ship these gases by 
pipeline to a major load center and con- 
vert them back to electricity by means 
of hydro-oxygen fuel cells. In the same 
fashion, electric power might be 
“stored” during off-peak hours for later 
use during hours of peak demand. 


At the moment, the plan seems eco- 
nomically unfeasible. But practical large- 
scale storage of electric energy would 
be such an important breakthrough — 
promises such great potential dollar sav- 
ings — that electric utilities cannot af- 
ford to overlook any bets. 


High-Temperature Fuel Cells 


In contrast to the cells we have been 
discussing, high-temperature cells are 
characterized by operating temperatures 
principally in the range of 500 to 850 
degrees centigrade. These cells charac- 
teristically operate at atmospheric pres- 
sure, utilize air instead of pure oxygen, 
and run on ordinary fuel gas from coal, 


- etc. 


Despite these obvious advantages, 





1,008 fuel cells provide the electricity that powers this experi- 
mental Allis-Chalmers tractor, which develops 3,000 pounds of 


drawbar pull. 


high-temperature cells had until recent. 
ly been written off as of limited use be. 


cause of the high temperature needed | 


and, traditionally, a much lower power 
output than the low and medium-tem- 
perature cells. 


It now appears that solutions to these 
problems have been found. “Fantastic” 
efficiencies and power potentials are 
claimed for high-temperature cells about 
to emerge from laboratories. 


High-temperature fuel cells appear to 
have considerable promise as a source 
of bulk power and as a means for ex- 
tending the world supply of fossil fuels 
by more efficient use of them. Intensive 
laboratory work in the United States, 
Europe and Russia is seeking the an- 
swers to still unsolved economic and 
technical problems. Well over $2.5 mil- 
lion has already been spent on this work 
in the U. S. alone. Companies involved 
are jealously guarding their laboratories 
and the high-temperature cell may be 
farther along than is publicy admitted. 


Preliminary estimates have been made 
by electrical engineers of the overall 
economies of a fuel cell central station. 
Obviously, it is still too early to deter- 
mine the ultimate economics, but repre 
sentatives of Consolidation Coal Com- 
pany have estimated that beyond 1965, 
when they suggest that nuclear fuel 
costs may approach one mill per kilo- 
watthour, steam plants will have to get 
coal at 12 cents per million BTU to 
compete, while fuel cells can compete 
paying even 21] cents per million BTU. 
Consolidation Coal Company’s interest is 
that fuel cells of the high-temperature 
type may be operated on gas produce 
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by hydrovolatilization or hydrogenation 
of coal. 

Among the technical problems to be 
faced is that the electrical output of the 
cells is in the form of low-voltage direct 
current. For this reason an early large- 
scale use of fuel cells may be to supply 
bulk power in the form of direct current 
for electro-chemical purposes, such as 
plating. water purification, galvanizing, 
recovery of magnesium from sea water, 
electrolytic cleaning and refining of 
metals. It has been suggested that elec- 
tro-chemical processing industries such 
as aluminum may be drawn in future to 
cheap sources of hydrocarbon rather 
than, as now, to hydroelectric sites, An- 
other potential use of the cell is in the 
production of industrial chemicals such 

as methyl alcohol and acetic acid. 


Companies Involved 


So many companies are involved in 
fuel cell research — and they are gener- 
ally so secretive about what they are 
doing — that it is impossible to prepare 
a definite list. In addition to those 
mentioned earlier, companies known to 
have been working in this field include: 


Mine Safety Appliance Research Corp. 
Curtiss-Wright 
Aerojet-General 
Sundstrand 

Union Carbide 

General Electric 
Lockheed Aircraft 

RCA 

Dow Chemical 
Westinghouse 

Electric Storage Battery 
United Aircraft 

Leesona Corp. 


The last two are engaged in a new 
joint research program on the Carbox 
fuel cell which uses low-cost hydro- 
carbons such as propane or kersosene, 
as does the Allis-Chalmers cell. 


Potentially, the success of the fuel 
cell should have almost revolutionary 
impact on such industries as storage 
batteries (already a $630 million busi- 
ness), internal combustion engines, 
steam boilers and turbines, electric utili- 
ties, coal, oil and natural gas and the 
nuclear industry. 


The race is on and the prospects are 
definitely exciting, but the prudent man 
will keep in mind the following com- 
ments by Leonard G, Auston, writing in 
the Scientific American: 


“The possibilities of fuel cells are 
great, but not all these possibilities 
are going to be realized. Although 
much small-scale development work 
remains to be done, some cells have 
reached the stage where further 
progress will require large amounts of 
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money and faith. No doubt some of 
this money will be wasted, and some 
of the faith will be misplaced. Fuel 
cell development is not a field for the 
faint-hearted.” 


THE ATOM AND ELECTRIC 
UTILITIES 


At its annual so-called “202” hearings, 
the Joint Congressional Atomic Energy 
Committee was told that Southern Cali- 
fornia Edison and Pacific Gas and Elec- 
tric are each actively considering a nu- 
clear power plant in the 300,000 kilo- 
watt range. These would be the largest 
such plants constructed in this country 
and would cost $60 million apiece. One 
would be of the boiling-water type, built 
by General Electric; the other of the 
pressurized-water type. built by West- 
inghouse. 

PG&E now operates a small nuclear 
power plant (Vallecitos) and plans to 
begin construction this spring of a 
60,000 kilowatt nuclear plant at Hum- 
boldt Bay. Since conventional fuel costs 
are high in northern California, the com- 
pany hopes Humboldt Bay will produce 
power at competitive or near-competi- 
tive costs. Both Vallecitos and Humboldt 
Bay utilize General Electric boiling- 
water reactors. 

According to Atomic Energy Com- 
mittee Chairman John A. McCone, 
“for the first time in the long and some- 
times discouraging history of nuclear 
power development, utilities can con- 
sider the construction of these large 
plants on purely an economic basis.” 

Plants built or under construction are 
basically experimental. As an example, 
the Shippingport plant operated by 
Duquesne Light, which went on the line 
in December 1957, operated to October 
7, 1959 on its first loading of nuclear 
fuel. During this period the plant pro- 
duced approximately 388 million kilo- 
watthours of electric power — about 
twice what had been forecast. 

“This is highly significant,” a com- 
pany spokesman told the writer recently, 
“since fuel costs are the principal cost 
element.” On the score of reliability, 
the Shippingport plant showed up well. 
Its only extended shutdown was due to 
failure of conventional, not atomic 
equipment, But what is equally signifi- 
cant is that the original estimates were 
so wide of the mark. Only operating ex- 
perience will yield the necessary infor- 
mation for the utilities. 

As another indication of its experi- 
mental nature, Shippingport’s refueling 
has been a very time-consuming job. A 
mass of instrumentation required for 
research — but not for normal utility 
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operation — had to be painstakingly re- 
moved. Shippingport is also being used 
for the important function of training 
personnel from other utility companies 
and other countries. The “faculty” offers 
a fairly extensive course. 

The second nuclear core will incor- 
porate refinements which should enable 
it to produce about 450 million KWH of 
electric power (versus 388 million from 
the first core) over the period. Although 
the original design capacity of Ship- 
pingport was 68,000 kilowatts, it is ex- 
pected that the later cores wil be capable 
of producing 150,000 kilowatts. 

Across the country, 26 nuclear pro- 
jects are underway involving $650 mil- 
lion of utility expenditures and aggre- 
gating 1,800,000 kilowatts. Three plants 
are in operation, eleven are under con- 
struction, design or contract, and three 
are in the planning stage. There are a 
number of other utility research, devel- 
opment and study projects. 

in testimony before the Congressional 
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Dividend No. 241 


A dividend of twenty-five cents 
per share on the capital stock of 
this Company has been declared 
payable May 2, 1960, to sharehold- 
ers of record April 8, 1960. 
EDWARD D. TOLAND, Jr. 
Secretary and Treasurer 


| sston Mass., March 28, 1960 j 














seseemmecegnnae: 


| Pacific Gas and Electric 
: Company 


i 


DIVIDEND NOTICE : 2 
COMMON STOCK ’ 
DIVIDEND NO. 177 
The Board of Directors on 
March 16, 1960, declared 
a cash dividend for the 
first quarter of the year 





of 65 cents per share 
upon the Company's com- 
mon capital stock. This 


dividend will be paid by 
check on April 15, 1960, 
to common. stockholders 
of record at the close of 
business on March 25, 
1960. 


K. C. CHRISTENSEN, 
Vice President and Treasurer 
San Francisco, Calif. 


Be 
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———=, 
NUCLEAR POWER GENERATION COST, MILLS/KWH 
Operation & Nuclear c truction 
Fixed Charges Fuel Cycle Cost Maintenance Insurance Total pletion 
Reactor Type Current Potential Current Potential Current Potential Current Potential Current Potential Date 
—— 
Pressurized Water 5.05 4.40 3.38 2.56 .59 59 .26 25 9.28 7.80 4/66 
Boiling Water 5.26 4.31 3.47 2.29 +61 +61 +27 +24 9.61 7.45 6/67 
Light Water Mod- 
erated Superheat - 3.91 -- 1.96 e -61 - +23 - 6.71 6/67 
Organic Cooled 4,39 3.53 5.72 1.83 1.09 1.08 -25 22 11.45 6.67 1/67 
Sodium Graphite 6.11 4.47 4.12 2.00 +70 -65 .29 -25 11.22 7.42 1/68 
Gas Cooled (Mnriched 
Fuel) 5.97 4.63 3.21 2.62 -89 49 .29 -24 10.36 7.98 2/68 
Fast Breeder 5.10 4.43 7.10 1.99 -79 -79 26 -25 13.25 7.46 1/69 
Aqueous Homogeneous -- 6.38 - 2.12 - 2.53 - +30 -_ 11.33 1770 
Heavy Water 7.05 5.80 4.22 1.21 +91 91 -32 -28 12.50 8.20 1/69 
Gas Cooled (Natural 
Uranium) 7.60 -- 3.35 _- -61 -- _- -33 11.89 - 
Coal-Fired Plants: 
35¢/108 BTU Fuel 
Cost 3.31 -o 3.32 -- 36 - -- -- 7.0 - -- 
25¢/10® BTU Fuel 
Cost 3.31 - 2.37 -- -36 _ -- -- 6.0 - -- 
_ 
NOTE: All plants are based on 300 MWE size - 80% capacity factor -~ 14% fixed charges. 


See other cost data in Appendix III. 


The power costs are based on the equilibrium fuel cycle which will be 3 to 4 years after completion of 


constru’ tion, 


Source: Atomic Energy Commission, figured on basis of 300 MW size. 





Atomic Committee, Elmer M. Lindseth, 
president of The Cleveland Electric I]- 
luminating Company and chairman of 
the Committee on Atomic Power of the 
Edison Electric Institute, said in Febru- 
ary the “progress to date in the United 
States program of civilian nuclear 
power development has been both sub- 
stantial and adequate on the basis of 
all domestic considerations. And in the 
light of recent developments abroad, it 
also is clear that our progress is ade- 
quate to meet the requirements of 
friendly nations there.” 

Mr. Lindseth urged that the utility 
industry, not government, should con- 
struct, own and operate all large-scale 
power reactors. “In a truly free enter- 
prise system,” he said, “as a matter of 
principle, there is no proper place for 
government ownership of commercial- 
type power reactors.” 

In its new “10 Year Plan” for civilian 
power reactor development, the Atomic 
Energy Commission envisages spending 
of $1.7 billion by government and in- 
dustry through 1969. Of this total, $700 
million would be for research and de- 
velopment including experiments, and 
$365 million for prototype power plants. 
AEC appears to have dropped its pro- 
posal for capital subsidies for private 
nuclear power plants, enunciating the 
following policy: 


“Reactor experiments should be 
built and operated by the Commission. 
Prototypes should be built and oper- 
ated by publicly or privately owned 
utilities independently or in coopera- 
tion with the Commission; alternative- 
ly, prototypes could be built and 
operated by the Commission. The 
utility industry should assume the 
primary responsibility for large com- 


mercial size power stations; however, 
the Commission will consider possible 
assistance on initial plants in various 
concepts useful for demonstration pur- 
poses.” 


One month later Mark W. Cresap, Jr., 
president of Westinghouse, praised the 
electric utility industry for its progres. 
sive attitude. He told a meeting of 
utility executives that the words “steady” 
and “dependable” simply “do not de- 
scribe an industry which thrives on new 
ideas and encourages revolutionary 
changes . . . which right now has more 
new and exciting developments under- 
way than at any other time in this 
century.” 








distance 


One of the inward and outward 
dialing consoles being built for Irving Trust 
Co., New York. The new system wil! permit 
customers to dial directly individuals at 
the bank or employees to dial each other 
or outside numbers. The operator will assist 
callers who do not know an_ individual's 


number. Although now in limited «se, Irv 
ing Trust will have the first conso! panels 
to be put into commercial service. 
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FEDERAL LAND BANK Bonps 


Their Strength and Demerits Examined 


CLYDE E. BORMAN 


Vice President, Alton Banking & Trust Co., Alton, II. 


the first federal agencies and pres- 
ently borrower-owned, are classic exam- 
ples of successful credit mutualization. 
The government’s agricultural program 
js taking a large slice of the annual 
budget and while the Land Banks do not 
participate to any great extent in direct 
governmental expenses, they are a prime 
factor in the over all agricultural pro- 
gram as “better than typical” federal 
credit agencies. 

Beginning with fiscal 1953 and 
through fiscal 1959, official figures show 
an increase in total federal debt of $26 
billion. During these seven years the 
government will have spent $23 billion 
to support farm prices and increase farm 
incomes, a sum equal to seven-eighths 
of the increase in public debt during this 
period. To this must be added the in- 
vestment of government funds in federal 
farm credit agencies as well as the 
agency's habit of investing in turn in 
securities of the United States, which in 
effect charges the federal government 
interest on its own money. 

Prior to enactment of the Federal 
Farm Act under which the Federal Land 
Banks and the National Farm Loan As- 
sociations were established, there was 
no credit system in the United States 
especially designed to meet the needs 
of agriculture. Farmers were obliged to 
utilize credit facilities developed primar- 
ily for industry and commerce. This 
meant that available credit was concen- 
trated in urban areas while the rest of 
the country went virtually creditless, Al- 
though a few areas had farm mortgage 
companies, insurance companies and 
commercial or savings banks interested 
in farm loans, there was no general 
means for bringing together the farmer 
and lender. Farm loans were made for 
relatively short periods, in most parts of 
the country averaging five years or less. 
Upon maturity, the farmer usually had 
to arrang> for a partial renewal or re- 
financing of the balance, oftentimes with 
heavy charges. In times of financial 
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tightness it was difficult to secure re- 
newal or refinancing at any cost. Aver- 
Aprin 1669 


age interest rates and commissions on 
farm mortgages in 1915 varied con- 
siderably for different states and ranged 
upward to 10% or more. 

President Theodore Roosevelt in 1908 
appointed a commission which called at- 
tention to this situation. President Taft 
in 1912 asked American ambassadors 
in Europe to study and report on the 
cooperative rural credit system in effect 
there. A commission appointed by Presi- 
dent Wilson and a group of private 
citizens spent several months abroad in 
1913 collecting data. After studying 
more than 75 bills, Congress passed the 
Federal Farm Loan Act in 1916 under 
which the Federal Land Bank system 
was established. This laid the founda- 
tion for a permanent long term mort- 
gage credit system to be eventually 
owned and operated by farmers and 
ranchers. By the end of December 1958, 
this system had made $7 billion worth 
of farm loans. 


System Operation 

The Federal Land Bank System is 
composed of three parts: 

1. About 1000 National Farm Loan 
Associations and their farmer and 
rancher members totaling over 300,000. 
These are the borrowers. 

2. Twelve district Federal Land 
Banks. The purpose of these banks is 
to provide funds for the system and to 
supervise and service loans made by the 
system through the National Farm Loan 
Associations. These associations are 
chartered by the Farm Credit Adminis- 
tration on recommendation of the Feder- 
al Land Bank in the particular district 
in which it is located. When a charter 
is granted, the Farm Credit Administra- 
tion designates the territory in which 
the Farm Loan Association may do 
business. 

3. The Land Bank Division of the 
central office of the Farm Credit Ad- 
ministration in Washington, D. C. char- 
ters Farm Loan Associations; it also 
generally coordinates the work of the 
system and supervises and administers 
appraisals, 


Each borrower from a Federal Land 
Bank must borrow through a local Na- 
tional Farm Loan Association and must 
subscribe to its capital stock in the 
amount of 5% of his loan. This stock is 
usually paid for by withholding from 
the loan disbursement and is held as col- 
lateral by the Farm Loan Association. 
When the loan is repaid the stock is 
called for redemption. 

Loans made by member borrowers of 
the Farm Loan Associations are in turn 
discounted with the Land Banks. The 
association must also accept 5% of the 
proceeds of the loan in capital stock of 
the participating Federal Land Bank, so 
that in reality the Federal Land Banks 
are owned by National Farm Loan Asso- 
ciations whose members in turn own the 
associations outright. 

Income of Farm Loan Associations is 
derived from dividends paid by the 
Land Bank on its stock. Additional in- 
come is earned through compensation 
paid by the Land Banks for servicing 
loans, from earnings from invested 
funds, and from authorized charges col- 
lected from borrowers and applicants 
for loans. Expenses of the Farm Loan 
Associations consist primarily of com- 
pensation to their secretary-treasurers, 
who act as principal executive officers, 
salaries to other employees, and ex- 
pense reimbursement for rent, travel, 
etc. 

The Land Banks through the Farm 
Loan Associations are authorized to ex- 
tend long term mortgage credit upon se- 
curity of first mortgages on farm loans 
on an amortized basis with maturities 
of not less than 5 nor more than 40 
years. Most loans have maturities from 
33 to 36 years but many are for 20 
years or less. Each loan is closed through 
and with the endorsement of the Farm 
Loan Association in the area where the 
security is located and which originated 
the loan. The borrower’s stock is 
pledged with the association as col- 
lateral and the association’s stock in 
turn is pledged to the Land Bank as 
security for the endorsement liability. 


Both the Land Bank’s and the Associa- 
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tion’s stock must be retired when the 
loan is paid in full. Each borrower mem- 
ber, because of his status as a stock- 
holder, has one vote in his association 
and individual members participate di- 
rectly in their operation and control. 
This is important since each borrower 
has accepted capital stock of a Farm 
Loan Association and association re- 
serves may be used to pay the Land 
Bank for its endorsement guarantee of 
the loan of one of its members, 

The loan appraisal may be made 
either by a land bank appraiser who is 
a public official appointed by the Farm 
Credit Administration, or, in districts 
where such procedure has been ap- 
proved, by a person designated by the 
Land Bank of the district. If a loan is 
closed on an appraisal by a person 
designated by the bank who is not a 
bank appraiser, a written report by a 
land bank appraiser must be obtained 
within a year. Loans are immediately 
available to be pledged as collateral for 
Federal Land Bank bonds. In no event 
may any loan be carried as collateral at 
more than 65% of the normal value of 
the security established by the land bank 
appraiser. The rate of interest charged 
may not, except with the approval of 
the Governor of the Farm Credit Ad- 
ministration, exceed by more than 1% 
per annum the interest rate borne by the 
last series of bonds issued by the Federal 
Land Banks, and in no event may more 
than 6% interest be charged on such 
loans. 

The Farm Loan Act provides that each 
Farm Land Association carry to a legal 
reserve account semi-annually at least 





10% of net earnings until the reserve 
amounts to 25% of the outstanding 
capital stock of the association. Beyond 
this, only 5% of net earnings need be 
added to reserve. Surplus reserves have 
also been created for building up re- 
sources to meet future losses from the 
association’s endorsement liability. 

A seven man district Farm Credit 
Board serves as Board of Directors for 
the Land Bank and the other credit in- 
stitutions making up each Farm Credit 
District (Co-ops and Production Credit 
Associations). The Farm Loan Associa- 
tion in each district elects two farm 
credit board members, the PCA’s elect 
two and the Co-ops one. The other two 
are appointed by the Governor of the 
Farm Credit Administration. 

A federal Farm Credit Board of thir- 
teen members is appointed from nomi- 
nees of the Federal Land Banks, Produc- 
tion Credit Associations, and Banks for 
Co-operatives by the President of the 
United States based on nominees of the 
twelve Farm Credit Districts. The thir- 
teenth is appointed by the Secretary of 
Agriculture. 

The Farm Credit Administration, an 
independent agency in the executive 
branch of the government, has the re- 
sponsibility of supervising the twelve 
Land Banks. All administrative powers 
of the Credit Administration are exer- 
cised by the Governor, or through such 
officers and employees as he may desig- 
nate, under the general direction, super- 
vision and control of the federal Farm 
Credit Board. Under the Governor of 
the Farm Credit Administration, the 
Director of Land Bank Service is direct- 
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ly responsible for supervision of the 
Land Banks. 

As required by the Farm Loan Act. 
each Land Bank is examined at leas 
once each year and it is the policy of 
the Credit Administration to examine 
each Farm Loan Association once jp 
each 18 months period using examiners 
appointed by the Credit Administration, 

The close association between the 
Land Banks and the Farm Loan Associa. 
tion is more readily understandable 
when it is noted that over 97% of total 
loans by the Land Banks were originated 


by Farm Loan Associations. Since each 


agency is entirely dependent on the 
other, it is sometimes difficult to see why 
the two functions are separated, Hoy. 
ever, by such means the dual capital 
of borrower members and funds pro 
vided through the sale of Land Bank 
bonds can be utilized. It is also a means 
by which a system of check and balances 
can be established wherein one system 
serves aS a supervisory and examining 
agency over the other. It is on the basis 
of similar multi-faceted lending systems 
that a great proportion of federal credit 
mutualization is carried on. 


Land Bank Securities 


As of January 1957, “Treasury Sur. 
vey of Ownership” shows commercial 
banks holding approximately 42% of 
Land Bank bonds outstanding, mutual 
savings banks 4%, insurance companies 
3%, all other investors (corporations, 
state funds, pension funds, trusts and 
foundations, 51%. 

Consolidated Land Bank bonds issued 
under authority of the Farm Loan Act 
are the joint and several obligations of 
the twelve Federal Land Banks. They 


are not obligations of and are not guar- 


anteed by the government. The amount | 


of each issue of consolidated bonds, the 
rate of interest, and participation of the 
several banks are determined by the 
Land Bank Bond Committee or its sub- 
committee, subject to approval of the 
Farm Credit Administration. The Bond 
Committee consists of presidents of the 
twelve Federal Land Banks. Between reg: 
ular meeting of the Bond Committee, this 
action is conducted by a sub-committee 
consisting of three members. 

The law requires that collateral secur- 
ity for Consolidated Federal Land Bank 
bonds shall be at least equal in amount 
to bonds issued and shall consist of: 

1. Notes secured by mortgages o 
purchase money mortgages on farms or 
contracts for the sale of farms, provided 
any such mortgage, purchase money 
mortgage, or contract constitutes a firs! 
lien on the farm or its equivalent from 
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.& ; ” : ila —....... 5-1- i 5-1- 2.47 2.52 98 
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tain tions directly , 

the cash. to compare its yield with government mine why a security of the same agency 


Mortgages, purchase money mort- 


ein. saccade sialieedm securities of equivalent maturities. This on January 17, 1958 would be rated 
able pies and comteacts may Fes “« P h 8 does not mean that the risk element is 98% as attractive as a government se- 
‘otal as eligible collateral — * pier im identical but if recommendations of most curity and on April 13, 1958 be rated 
ated stallments of principal or interest t pe bond services are analyzed, the investor 144% as attractive. Rated this way, it is 
pach en pee a“ sepa ee “*“ would so assume. Most services recom- almost impossible to detect a pattern for 
the | The collateral ee “y° ae to Farm mend investment in agency issues for the behavior of agency security prices. 
ole Loan Registrars 1s eo by t ae a their obviously higher yields and they Here one must conclude that “intuitive” 
low: | curity for all erg =—s i “oe * further recommend switches from the purchasing is about all that directly in- 
vital bonds. The severa ea res , “S'S government portfolio. Since these in- fluences the agency market. For instance, 
pro- trars are bonded pu ic 0 te S @P"  vestment services ostensibly are as con- the agency rating of 144 on April 13, 
sank pointed by the Farm Credit A era cerned with safety of principal as 1958 dropped to 102 on Feb. 6, 1959. 
eans tion for each a. rm wr with yields, this suggestion is tanta- This is the same agency after a suc- 
neces bond bears a certification o ~ connual mount to saying that the risks are equal. cessful year of operation. It is difficult 
stem nor of the Farm Credit anime a The investor who follows this advice to recall intervening factors or news 
ning | se Jip ST ae a ee. therefore tends to minimize the risk — — would account for such a 
pasis — act and 1s sec : . element. rop in yield. 
ti | All collateral pledged with any Regis- The attractiveness of a Land Bank | 
redit |, trar is collective se for all con- bond would be directly in proportion to Combined Statements 
solidated bonds issued. Collateral se- the excess yield over that of a govern- For sheer strength there is no federal 


curity may be withdrawn with approval 


: ; ment security of like maturity. A Feder- credit agency to equal the combined 
of the Farm Loan Registrar if replaced 


al Land Bank bond yielding 3% with FLB-NFLA system, with total assets in 





Sur- by an equal amount of other eligible the same maturity as a Government se- excess of $2 billion at June 30, 1957. 
rcial collateral. The Farm Credit Administra- curity yielding 2% would be 50% bet- Capital accounts approximate $450 mil- 
© of tion may call upon the Land Banks for |. on a yield basis, or rated 150. lion. Debt to worth ratio is a respect- 
utual additional collateral to protect bonds at Historically, this yield comparison has able 3.67 to 1. 
anies any time outstanding. fluctuated widely between agency issues Further strength is evident in the fact 
ions, A Land Bank may issue bonds subject and various maturities of the securities that there are no demand liabilities ap- 
and to approval of the Farm Credit Adminis- of the agency itself, as shown in the proaching demand deposits of commer- 
tration not to exceed twenty times capital chart above. cial banks or investments in savings and 
ssued and surplus. Prior to 1933, bonds were On this basis, it is difficult to deter- loan associations. What would in effect 
| Act issued individually by each Land Bank, - 
ns of but the last individual bonds were called . . arenes ‘ 


They in 1939 and the banks now issue only ae. 

gual- consolidated obligations, bearing a rate ees i 

ount not to exceed 5% per annum. COMPLETE TRUST SERVICES 
5, the | Section 21 of the Farm Loan Act pro- a 
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amount to depositor liability has been 
transferred to the bond portfolio. These 
bonds are of long duration and stag- 
gered maturities so that there is no pos- 
sibility of excessive depositor or saver 
demand. 

The book value of the combined cor- 
porations’ stock is 4.13 times its par 
value or $4.13 if this were true stock- 
holder ownership. However, the stock- 
holder is required to surrender his cap- 
ital stock at par when the loan is paid. 
Therefore the capital accounts continue 
to grow without benefit to stockholders 
and the Land Banks are, in reality, self- 
owned rather than borrower-owned. 

The capital accounts are in effect all 
reserves. With no true stockholder 
equity and all stock pledged as collateral, 
the combined banks have surplus and re- 
serves equal to over 24% of mortgage 
loans outstanding and these have been 
accumulated tax-free. This compares 
with a commercial bank’s ability to set 
into a tax-free bad debt reserve three 
times its average loss percentage times 
its existing loans outstanding. A savings 
and loan may set to tax-free reserve 
12% of loans outstanding: such reserve 
is computed after payment of dividends 
and other charges. 

By combining statements of the Land 


Banks and the Farm Loan Associations 
one is able to realize the magnitude of 
this agency. Its great size and tax-free 
status make it a truly formidable com- 
petitor in the purveyance of farm credit. 


History of Government Assistance 


The high esteem in which the Land 
Bank system is held is evidenced by 
this quotation from the March 1955 
Hoover Report: “We have no recom- 
mendations to make concerning these 
institutions (ie. the Federal Land 
Banks). But we take this opportunity to 
commend the high ability, integrity and 
services shown over 39 years, and the 
example they provide in effective mut- 
uclization.” 

While records of the Land Banks 
were not particularly enviable during 
some portions of their history, the Gov- 
ernment did not hesitate to help the 
banks whenever ihe situation became 
critical. As an example, the Land Banks 
found themselves in trouble in 1917 in 
seeking funds from the investment mar- 
ket when these funds could have been 
used for purchase of Liberty Bonds. 
The Land Banks were in direct compe- 
tition with the United States Govern- 
ment during a period of war; therefore, 
in 1917 the Secretary of the Treasury 
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was authorized to buy $100 ; illion 
Land Bank bonds in each fisca’ year 
ending June 30, 1918 and 1919. | 
this authority, the Treasury pu: 
about $183 million of these 

which were later redeemed. 


1ased 
onds 


In contrast with the earlier period. 
loans during 1930-32 were not su ‘ficient 
to offset principal payments by bor. 
rowers and removal of loans from the 
loan account through foreclosure. More. 
over, a poor bond market made it im. 
possible for the banks to obtain lendable 
funds except at prohibitive rates of jp. 
terest. 1932 real estate values fell over 
50% from post World War | highs, 
These factors made it necessary for the 
government again to come quickly to 
the assistance of the Land Banks. On 
January 23, 1932, the Farm Loan Aet 
was amended to authorize the Secretary 
of the Treasury to subscribe to addi- 
tional capital of the banks in an amount 
not to exceed $125 million and his 
amount was taken up in 1932. 

Early in 1933 it was obvious that this 
$125 million was not sufficient to meet 
the desperate needs of farmer borrowers, 
Moreover, because of shrinkage in farm 
values, the maximum loan permitted by 
the Farm Loan Act became inadequate 
to refinance the mortgages of most bor- 
rowers. Under the Emergency Farm 
Mortgage Act, provision was made for 
Land Bank Commissioner loans to sup- 
plement regular Federal loans, either 
on first or second mortgage on real 
estate or personal farm property in 
amounts not to exceed, together with 
prior encumbrances, 75% of appraised 
value. Some $1.119 billion was _ thus 
added to the loan portfolios of the Land 
Banks from May 1933 to December 
1935. 


The Emergency Farm Mortgage Act 
also provided for temporary reduction 
in interest rates on mortgage loans 
through Farm Loan Associations, not to 
exceed 414% during five years begin- 
ning July 11, 1933. Interest payable on 
loans made directly by the Land Banks 
or its branches was to be 1% of 1% 
higher. Later amendments reduced the 
rate to 314% on loans through Farm 
Loan Associations and 4% on direct 
loans. The Emergency Act also author- 
ized the Secretary of the Treasury to 
reimburse the Land Banks for all im 
terest reductions at the end of each 
quarter. To provide funds for these ac- 
tions the Secretary was required to sub- 
scribe to paid-in surplus of the banks 
in an amount equal to the deferments 
granted, approximately $190 miilion. 

(Continued on page 380 
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N THE MARCH ISSUE THIS DEPARTMENT 
ed seven measures to aid in 
the quick identification of industrial 
common stocks that appear worthy of 
further study as candidates for purchase. 
It was emphasized that these seven 
measures were in every respect prelimi- 
nary and would not suflice as a basis for 
alternate judgment and that the meas- 
ures were not applicable for selection of 
common stocks of railroads, public utili- 
ties, banks or insurance companies. 

In this issue we will relate the first 
four of these screening measures to 
thirty industrial common stocks and next 
month we will test the remaining three 
measures against the same stocks. 

The thirty industrial common stocks 


CORPORATE FINANCE ANALYSES 


TESTING PRELIMINARY SCREENING MEASURES 
FOR SELECTION OF INDUSTRIAL COMMON STOCKS 


are taken from the “Favorite Fifty” com- 
mon stocks (see p. 338 of this issue) of 
the 350 common trust funds of banks 
and trust companies that report portfolio 
changes to TRUSTS AND ESTATES. 

The thirty most popular industrial 
stocks of the common trust funds at the 
beginning of 1960 (Table 1) are each 
held by from 79-245 different common 
trust funds and thereby represent a 
broad consensus of favorable approval 
as to investment quality. Such selection 
in itself constitutes a form of screening 
for selection. 

Table 2 ranks the thirty stocks in the 
order of the ratio “dollars of current 
assets per dollar of total debt.”! The 
suggested norm for this ratio was given 
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as $1.55 to $1.00. For the thirty selected 
stocks we find: 


Arithmetic Mean . $1.96 
Median $1.77 
Range __ _ $6. 06-$0.87 


Seventeen of the thirty stocks show a 
greater ratio than the suggested norm; 
ona eleven stocks show a greater ratio 
than the arithmetic mean. There are, of 
course, fifteen stocks that show a greater 
ratio than the median which is the value 
of the hypothetical mid-point in the 
ranking of the thirty stocks. 

The significance of this ratio, which 
is a measure of financial strength, lies in 

‘Due to a misprint this ratio was erroneously 


stated in the March issue as “dollar of current as- 
sets per dollar of long term debt.”’ 





Table 1: Favorite 30 Indus- 
trial Stocks in 350 Common 


Table 2: Favorite 30 Indus- | 
trial Stocks Ranked by Dol- | 





Table 3: Favorite 30 Indus- 
trial Stocks Ranked by Dol- 


Table 4: Favorite 30 Indus- 


trials Ranked by Percentage 








Funds | lars of Current Assets per | lars of Quick Assets per Dollar | Increase Cash Dividends per 
(as of beginning of 1960) | Dollar of Total Debt (1959) | of Current Liabilities (1959) | Common Share (1955-1959) 
No. 

Funds | Kennecott Copper __ $6.06 | Kennecott Copper $3.78 | Eastman Kodak _ 63% 
oa SE co eee een 3.81 | U. 3. Cope .___._._.... 381 General Foods —..._..._. 63 
Standard Oil (N. J.) 245 National Lead ____...._..._. 3.08 | Westinghouse 2.84 | Gulf Oil - pss oa ee 
General Motors __........243 International Paper _. 2.78 | Sears Roebuck (1-31-59) __ 2.35 Sears Roebuck _........_.. 43 
General Electric 239 | du Pont fasten: MY Standard Oil (Indiana) ___ 2.19 Corn Products __. _ 43 
ae 218 | Johns-Manville —........ 2.59 Ga Port. a U.S. Steel _ 40 
inion Carbide... 207 Eastman Kodak _.__.____.. 2.54 Johns- Manville ee Standard Oil (Cal.) - a 40 
Texaco See MS ee 2.51 Eastman Kodak _....__. 1.85 ie, Gere 
Socony Mobil a. 179 | General Foods (3-31-59) _. 2.23 | Texaco __ - 1.83 Bethlehem Steel _.....___ 33 
National Dairy Prod. _. 153 International Harvester ____. 2.19 | Bethlehem Steel . ae 1.78 Standard Oi] (N. J.) _.. 29 
Sears Roebuck _.....__--------- 153 | Sears Roebuck (1-31-59) _. 2.05 | Standard Oil (Cal.) . oe American Cyanamid __..... 28 
US. Steel ee a: 148 | Corn Products. ———«2@ig8 =| ~=American ee i 1.62 Dow Chemical _..._. 28 
Phillips Petroleum __. 147 | Bethlehem Stee] _....-------- 1.87 | National Lead - ae! el ee . 24 
American Can ____ 143 | General Motors _...__-:1.85 Union Carbide ant 1.48 National Dairy . St So 
J. C. Penney - ee | Westinghouse — 1.79 | Standard Oil (N.J.) (12. 58) 1.46 Union Carbide _........___-_. 20 
American Cyanamid . te SE 133 | Socony Mob. Oil (12-31-58) 1.75 Socony Mobil Oil (12-31-58) 1.46 Continental Can __ _ 20 
General Foods _.._—-131.:«| ~=Standard Oil (Cal.) 1.55 Phillips Petroleum —... 1.34 | General Electric _. a 18 
Kennecott Copper 131 | National Dairy 1.47 | Gulf Oil - . 1.33 | American Can _.._____. 18 
Standard Oil (Cal.) _ 116 | General Electric 1.46 General Foods (3. 31. 59). 129 | Netional Lead... 17 
National Lead 106 | rere 1.34 | International Paper — 1.22 | Phillips Petroleum 13 
Westinghouse Electric 103 | American Cyanamid __ 1.34 International Harvester _.. 1.22 International Paper —.. 13 
Standard Oil (Indiana) ___ 102 | Standard Oil (N.J.) (12-58) 1.22 General Electric _________. 1.09 | 5, (. Peeper San 
International a" Aes o7 | Gulf Of __ _. 2H J. C. Penney —........... 1.08 | International Harvester —— - 
Bethlehem Steel 95 | Standard Oil ‘(ledlene) _ 1.16 General Motors _..._... 1.06 | Westinghouse Electric _... 5 
Johns-Manville_ ..=—=—s—s—Sa@<a22:' |:«USS. Steel 1.11 American Can —__.____. 1.03 | du Pont ___ cu © 
Continental Can _.... 84 | Phillips Petroleum —...... 1.10 | U.S. Steel 1.02 | Socony Mobil Oil - . 0 
Eastman Kodak _. ss s«D. | American Can __. 1.05 | National Dairy — 1.00 | Johns-Manville _-6 
Corn Products _..... 80 | Continental Can ———«*2«05s«|:« Corn Products 99 | General Motors _....__. -8 
Gulf Oil - rae | Union Carbide _.......__ 1.01 | Dow Chem. (5-31-59) _...... .90 | Standard Oil (Indiana) _—20 
Int'l Harvester ss C20 | Dow Chemical (5-31-59) _. 87 Continental. Can: .90 | Kennecott Copper _.......-29 
US. Gypsum __. _ 80 | Median 30 Stocks 1.77 | Median 30 Stocks —. 1.46 Median 30 Stocks _.. 20 
Dow Chemi: ‘al 1S. SOTA E ED 79 Arithmetic Mean 30 Stocks 1.96 Arithmetic Mean 30 Stocks. 1.61 Arithmetic Mean 30 Stocks 22 
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Table 5: Favorite 30 Industrial Stocks Ranked by Common 
Stock Dividend Pay-Out Ratio (1959) 


(Inverse Ranking) 


Table 6: Stocks That Meet Two or More of Foy 


Screening Tests* 
% $ Quick $ Current 


Increase Assets per Assets per 

Cash $Current $ Total Pay-Out 
Gulf Oil 33.4% General Electric . 623 Bitteed ieee mae Ratio+ 
International Harvester __*41.2 Union Carbide __ - 63.2 Eastman Kodak 63% $1.85 $2.54 95.7% 
Texaco 43.2 American Cyanamid _.. 65.0 General Foods __ 63 (1.29) 2.23 33.1 
Westinghouse 43.2 General Motors __ 65.3 Gulf Oil... 59 (1.33) 1.21334 
International Paper —.. 48.5 Corn: Products —...___. 65.8 Sears Roebuck .. 43 2.35 2.05 93.8 
Standard Oil (Indiana) _ 49.2 ‘J. C. Penney 67.9 Corn Products - 43 ( 99) 1.88 (65.8) 
Standard Oil (Cal.) 49.9 U.S. Steel _ 70.8 U.S. Steel 40 (1.02) 111 (708) 
Dow Chemical 50.4 National Lead —* Stand. Oil (Cal.) 40 1.70 1.55 49.9 
U.S. Gypsum 52.6 Standard Oi (N.. J.) 77.3 U.S. Gypsum ____ 36 3.01 3.81 526 
Coossas Monies 53.1 da Pent. - 78.5 Bethlehem Steel 33 1.78 1.87 (98.4) 
Johns-Manville 53.5 American Can __ . 82.6 Stand. Oil (N. J.) (29) (1.46) 1.22 (77.3) 
Sears Roebuck 53.8 Bethlehem Steel - —. TBA | Amer. Cyanamid : (28) 1.62 1.34 (65.0) 
National Dairy 55.6 Kennecott Copper 115.6 Dow Chemical _. (28) ( ‘91) (.87) 90.4 
Eastman Kodak 55.7 Median 30 Stocks .. 56.0 | Norm 30 1.55 100 = 60% 
Phillips Petroleum 55.7 Arith. Mean 30 Stocks ... 61.5 | gti te, a OY Serene See 
Continental Can - 56.2 *Subsequent increase in cash divi- | “fInverse velationshig. The lower this ratio the more favorable, 
Socony Mobil Oil _ 59.7 dend rate. Varentheses indicate scores below norm. 





the fact that it can only be improved by 
retention of future earnings or by the 
sale of additional equity securities when 
the proceeds are added to current assets, 
i.e., provide additional working capital. 
Further borrowing will not improve the 
ratio. 

Companies with a low ratio have less 
flexibility in financing expansion and 
are less able to pay increased dividends 
until they have bolstered up current as- 
sets by retention of future earnings. 

Table 3 ranks the thirty stocks by 
“dollars of quick assets per dollar of 
current liabilities.” The suggested norm 
for this ratio is $1.00 : $1.00. We find 
for the thirty stocks: 


Arithmetic Mean ___ $1.61 
Median =e $1.46 
Range . __..$3.78-$0.90 


All but three of the thirty stocks have 


a greater ratio than the norm of $1.00 
and one of the three stocks with a ratio 
less than the norm is so slightly lower 
that for all practical purposes it may be 
regarded as meeting this test, i.e., Corn 


Products with a ratio of $0.99 : $1.00. 


The significance of this test of finan- 
cial strength is somewhat greater than 
the preceding test, in that it measures 
the ratio of the most liquid assets to the 
short dated liabilities. A serious defici- 
ency in this ratio not only indicates no 
immediate likelihood of increased cash 
dividends but even may suggest the pos- 
sibility of a dividend reduction. 

These ratios are more comparable 
among different companies than the pre- 
ceding ratios that were concerned with 
total debt. While subordinated deben- 
tures are included in total debt they do 
not restrict future borrowing in the same 








San Francisco, home of Commonwealth, as seen through Golden Gate Bridge, trade mark of the Commonwealth Group. 








COMMONWEALTH INVESTMENT CO. 
investing for reasonable in- 
come and possible growth of 
principal. A balanced fund 
established 1932. 


Prospectus on any of these Funds upon request 


COMMONWEALTH STOCK FUND 
investing in common stocks 
selected for their possibilities 
of long-term growth of prin- 
cipal and income. 


New York e 
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COMMONWEALTH INCOME FUND 
investing for securities se- 
lected for current income. 


NORTH AMERICAN SECURITIES COMPANY 
675 Russ Building, San Francisco 4 
Chicago e 


Los Angeles 





degree as unsubordinated long term 
debt. In fact, subordinated debt may 
enhance the ability to borrow on long 
term. 


In summary, when a company has a | 








low ratio to total debt it may not impair | 


financial flexibility, but a low ratio of 
quick assets to current liabilities (in the 
absence of special inventory situations 
as with cigarette companies) is apt to 
be a financial impairment. 


Table 4 ranks the thirty stocks by 
the amount of percentage gain in cash 
dividends paid on their common stocks 
from 1955-1959. The suggested norm is 
30%. The ranking of the thirty stocks 
on this basis shows: 


Arithmetic Mean __. 22% 
a ee eee 20% 
Lo DNS eee pee nee ae ee 63% to -29% 


Only nine of the thirty stocks met this 
test for the 1955-1959 period: three 
other stocks came within two percentage 
points of the norm and were included 
for a total of twelve stocks that meet 
this screening. 

This test is a measure of historical 
growth as it may be assumed that in 
most cases increasing cash dividends 
will connote growth. Dividends are the 
ultimate reward of stock ownership and 
the expectation of higher dividends just 
ifies many of prevailing market prices. 

Table 5 ranks the thirty stocks accord: 
ing to the percentage of net income ap- 
plicable to their common stocks that is 


represented by cash dividends. This re | 


lationship is known commonly as the 
common stock dividend pay-out ratio. 
The ranking is inverse as the lower the 
ratio the more dividends it is possible 
for the company to pay without an i 
crease in earnings. The norm is taken 
(Continued on page 358) 
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Fiduciary Holdings 
of Mutuals Increase 


The holdings of mutuals by fiduciaries 
— banks and individuals acting as trus- 
tees, guardians and administrators — 
have shown a marked increase in each 
of the last two years, representing 6.9% 
of open-end investment company assets 
on September 30, 1959 as contrasted 
with 4.7% in 1957. The 73 mutuals in 
this most recent study by the National 
Association of Investment Companies, 
representing 63.3% of the assets of the 
Association’s 155 mutual members, esti- 
mated the value of these investments at 
$644,581.000 in more than 138,000 ac- 
counts, The average account was $4,667. 

Representation in these type fiduciary 
accounts varied widely among the var- 
ious individual open-end companies. A 
sampling of large representative funds 
who report this information in their 
year-end statements reveals that Eaton 
and Howard Balanced Fund was again 
a favorite in terms of percentage of total 
assets, with fiduciary investments of over 
$26 million representing 13.1% of total 
assets. Massachusetts Investors Trust re- 
ported such investments in excess of 
$129 million, equaling 8.3% of assets, 
while Wellington Fund’s more than $56 
million represented only 5.6% of its to- 
tal value, less than the average for the 
73 funds. 

The funds reported a little over $100 
million held by 3,445 employee pension 
and profit sharing plans but not quite $4 
million invested by unions which num- 
bered only 100. Institutions and founda- 
tions such as hospitals, schools, church- 
es and religious organizations held 


12,426 accounts with an estimated value 
of $162 million. 


First Bermuda Mutual 
For U. S. Public 


The first mutual fund organized under 
Bermuda charter has been permitted to 
register as an investment company by 
the S.E.C. and will soon make a public 
offering of its securities to investors in 
the United States. Kidder, Peabody will 
head the underwriting which will ap- 
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proximate $20 million. A half dozen 
years ago, the first foreign domiciled 
open-end fund, Scudder Fund of Can- 
ada, was sanctioned by the Commission 
to register under the Act after comply- 
ing with many special conditions for the 
protection of U. S. investors. Protective 
provisions in addition to these are being 
prescribed for the new company. (T&E, 
Aug. 1954, p. 712.) Today there are nine 
such companies with assets approximat- 
ing $400 million appealing to the U, S. 
investor because of their predominante- 
ly Canadian portfolios as well as certain 
tax advantages. One of these is United 
Funds Canada, Ltd., the sponsors of 
which, Waddell and Reed, are siring this 
first publicly offered Bermula fund. 
Some of the glamor originally re- 
served for the investment potential in 
Canada has increasingly been diffused 
over other foreign countries, especially 
European. And although Waddell and 
Reed’s Canadian offspring might invest 
up to 20% outside of the North Ameri- 
can continent, investors redeemed over 
$3 million of their holdings during the 
fiscal year ending last January 31. The 








new Bermula company may invest with- 
out restrictions in securities, among 
others, traded not only on the stock ex- 
changes of Toronto and Montreal, but 
also London, Johannesburg, Amsterdam, 
Frankfurt and Paris. Investments can be 
made in bonds as well as stocks, As can 
be surmised, tax advantages also will be 
a factor in the new mutual’s attraction. 

All capital gains will be reinvested, 
free of tax, as with the older Canadian 
domiciled investment companies. But 
unlike these, the investor will be given 
a choice as to the disposition of net in- 
come. This will be paid out semi-annual- 
ly as a stock dividend. The investor may 
either present this stock to the company 
for redemption and pay his regular in- 
come tax or instruct the fund to place it 
in a “dividend accumulation account” 
and be liable for tax when he later cash- 
es in his shares. 


To Sponsor Canadian Fund 


In spite of the somewhat reduced en- 
thusiasm for the shares of the estab- 
lished Canadian domiciled investment 
companies available to U. S. investors as 











AFFILIATED 
FUND 


A Common Stock Investment Fund 


Investment objectives of this 

Fund are possible long-term 

capital and income growth for 
its shareholders. 


CHICAGO 





¢-------------------- 


Prospectuses on request 


LORD, ABBETT & CoO. 
63 Wall Street, New York 


ATLANTA 





AMERICAN 
BUSINESS SHARES 


A Balanced Investment Fund 


Company invests in a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common stocks 
selected for growth possibilities. 


LOS ANGELES 
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Why Do Trusts 
and Estates Need 
Mutual Funds? 


Ask for 
personal consultation 


Just send us the 
coupon below. 


Stone & Webster 


Securities Corporation 


90 BROAD STREET 
NEW YORK 4, N. Y. 


Please send me Fund information. 


NAME 





ADDRESS 
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In Canada 


it’s 


GUARANTY 
TRUST 


Company of Canada 
for 


Experienced Ancillary Adminis- 
tration and efficient Corporate 
Trust services—also Canadian Real 
Estate Management, Appraisals 


and Sales. 


Inquiries invited 


Home Office: 
366 Bay Street, Toronto, Canada 





OTHER 
OFFICES THROUGHOUT CANADA 


Annual Report on request 



































Consolidated Statistics on cancelled plans with losses 


January 1, 1954 to December 31, 1958 





Total, 


is 


Total Car. ‘led 





























Year of pa Cancellations with losses (No. of Accounts) _ with lo 
Issuance Started Ist Yr 2nd Yr. 3rd Yr. 4th Yr. SthYr. No. Plans ©. 3 Total 
1954 24,703 201 619 927 795 767 3,309 4% 
1955 36,008 262 812 1,041 1,264 — 3,379 1.4% 
1956 51,960 344 1,185 1,622 — — 3,151 5.1% 
1957 59,413 762 1,404 — — — 2,166 1.6% 
1958 67,896 453 — — — — 453 1.7% 
Totals 239,980 12,458 5.19% 
Total cancellations 2,022 4,020 3,590 2,059 767 
Total accounts sold 
(for respective 
periods) 239,980 172,084 112,671 60,711 24,703 
Percent cancelled 
(in respective 
periods) 0.8% 2.3% 3.2% 3.4% 3.1% 
noted above, famed United Business tween two similar portfolios represented 


Service of Boston has organized another 
such venture, UBS Fund of Canada, Ltd. 
The previous offering of this type, made 
by Loomis-Sayles and Co. late last sum- 
mer, was restricted to its clients, direc- 
tors, officers, employees and sharehold- 
ers of its long established mutual and 
was reported to be successful. During 
the period of initial offering of the UBS 
Fund, not to exceed 60 days, proceeds 
will be held in cash and the fund will 
operate as a closed-end company. Then 
it will open-end and offer its shares on a 
continuous basis with UBS Distributing 
Corp., a subsidiary, as principal under- 
writer. Bolton, Tremblay and Co, of 
Montreal, where the fund is located, will 
be its Canadian adviser and another 
United Business subsidiary will serve as 
American adviser. Nelson Conant of 
Boston is the new Fund’s president. 


Officers Selling Shares of 
Hamilton Management Corp. 


Five top officers and a sixth recently 
retired are selling to the public 320,000 
shares Class A non-voting common stock 
of the Hamilton Management Corp. The 
two largest blocks, representing 80,000 
shares each, are being sold by Board 
Chairman Walter N. George and Vice 
President Louis L. Coover. President 
Harold Huber is selling 60,000 shares. 
There has been a lull in the offerings of 
investment company shares since the sale 
of Wellington Management Co. stock by 
Bache & Co. and Kidder, Peabody in 
mid-January. The latter firm is also 
heading the Hamilton underwriting 
group. 

Hamilton Management is the exclusive 
distributor of and investment adviser to 
Hamilton Funds, Inc. Shareholders num- 
ber 120,000 while assets of $145 million 
are divided approximately equally be- 


by 12'4-year Periodic Investment Certi. 
cates and Single Payment Shares. The 





prospectus defines primary investment | 
objectives as “long term growth of prin. | 


cipal and reasonable income through in. 
vestment in high grade common stocks 
listed on the New York Stock Ex. 
change.” 

All sales are made by its own organi- 
zation and the company claims that its 
5,800 salesmen represent the “largest 
direct sales force of any mutual fund 
distributor in the world.” It is estimated 
that 25% of all sales are made to mili- 
tary personnel. For the nine months end- 
ing January 31, 1960 income from man- 
agement and investment advisory fees 
equaled $517,322, per share earnings 
45¢ and cash dividends 11¢. 


Contractual Plan Terminations 
in Early Years Not High 


Eighty-seven per cent of almost 25,000 
contractual plans opened in 1954 were 
still in force at the end of 1958 — five 





years later — according to the results 


of a study recently published by the 
Association of Mutual Fund Plan Spon- 
sors, trade group of the contractual mu- 
tuals. The analysis was made to answer 
the criticism that terminations of the 
contractuals are heavy in the early years 
and, since investors pay a large percen- 
tage of the selling load during this pe 
riod, that the losses sustained are large. 
Cancellations included varying denom- 
inations in an over-all survey covering 
almost 240,000 accounts of a represen- 
tative group of both Association member 
and non-member contractual sponsors. 
The period was restricted to the first five 
years of the plans’ lives since thereafter 
the termination rate tends to decrease 
substantially each year. (See tabl« above) 
(Please turn to page 35: 
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fF — 
a 1 2 3 4 5 6 7 8 9 10 
otal f PORTFOLIO PRINCIPAL PERFORMANCE INCOME 
. | eae POLICY Base (100) : Bid Price 6/30/50 ee 
ft For detailed explanation as to Dividend % on 
“ selection and interpretation of % common stocks, Current oli sort acne 
; data see July 1959 issue, p. 690. lower auadis heute & 3/31/60 eon 
preferred stocks 6/30/50 to Bid& Bid 
M7 Pre-War 3/31/60 Cap. only| Last 5-Yr. 
Recent 5-Yr.range | 12/30/39 Low High Distr. 12 Mos. Avg. 
BALANCED FUNDS 72.3 95.6 201.8 192.8 152.1 3.05 3.29 
1 American Business Shares _ 59.5 59.5 48.6 74.2 97.5 150.3 148.2 105.1 3.31 3.47 1 
9 Axe-Houghton Fund “A” 60.4 64.3 49.4 63.1 96.3 206.0 194.7 127.2 2.25 2.65 2 
3 Axe-Houghton Fund “B” 75.3 77.1 67.7 55.5 95.9 215.5 208.2 161.8 2.36 2.93 3 
4 Boston Fund = 60.1 73.6 56.5 69.4 95.5 211.6 206.1 155.8 2.83 2.81 4 
5 Commonwealth Investment Co. 68.4 76.1 67.0 57.6 84.0 208.3 196.7 161.4 2.82 3.04 5 
~— rsified Investment Fund, Inc. —--____. 72.3 743 65.8 — 88.0 212.2 197.9 154.9 3.24 3.94 6 
— 6 Dive 
7 Eaton & Howard Balanced Fund 65.3 70.9 59.9 67.0 96.3 203.4 193.3 162.2 2.93 2.92 7 
8 Fully Administered Fund (Group Securities) 69.7 78.9 68.3 87.0 96.4 168.8 156.3 125.6 a 3.72 8 
nt 1 Investors Trust t 55.4 81.9 55.4 91.7 97.2 203.0 196.0 136.8 . 3.69 9 
bs aang es 715 71.6 63.6 — 963 195.2 | 183.5 163.3°| 3.11 3.46 10 
-_ 11 Johnston Mutual Fund 77.3 79.9 56.4 — 96.6 231.5 226.3 187.3 2.49 3.03 11 
The | {2 Massachusetts Life Fund pe 66.0 69.2 59.5 — 97.2 184.4 173.3 156.0 2.98 3.07 12 
ment | 13 National Securities—Income series — 87.5 91.8 82.0 — 96.8 188.38 175.4 144.3 419 4.74 13 
prin- | 14 Nation-Wide Securities 59.3 62.1 54.4 82.3 97.2 178.9 171.8 138.5 3.29 3.44 14 
h in- 15 George Putnam Fund ___.. 73.0 740 66.3 83.5 97.5 228.0 221.7 1782 2.72 3.01 15 
ocks 16 Scudder Stevens & Clark Balanced Fund __.___ 65.2 67.38 58.7 746 973 187.6 175.2 140.0 2.88 3.05 16 
“Fy. |. 17 Shareholders Trust of Boston _ 56.2 76.5 56.2 — 96.3 216.8 | 209.3 155.2 3.45 3.61 17 
- 18 Stein Roe & Farnham Balanced Fund _..__ 59.1 64.7 650.5 — 968 2416 235.2 191.2 2.56 2.70 18 
19 Wellington Fund oe 62.5 68.5 58.0 70.9 97.3 200.4 192.6 153.8 2.96 3.11 19 
yani- 20 Whitehall Fund 52.0 58.0 651.0 — $68 2041 193.5 144.1 3.39 3.48 20 
it its 
rgest | FLEXIBLE FUNDS 73.3 95.8 246.7 | 229.8 176.7 2.72 3.08 
fund 21 Broad Street Investing Corp. 87.6 89.6 177.3 65.1 93.7 284.8 260.2 212.9 3.15 3.50 21 
rated 22 Delaware Fund 91.7 95.5 84.3 69.3 95.3 242.8 226.0 157.5 2.20 2.88 22 
i 23 Dreyfus Fund 91.4 99.9 52.7 att 96.6 387.5 367.9 301.8 1.79 1.99 23 
mili- 24 Fidelity Fund * 91.3 97.7 86.0 — 95.4 302.4 274.0 222.2 2.55 3.19 24 
end- 2 Institutional Foundation Fund - 82.0 88.5 82.0 — 95.5 238.0 226.6 168.4 3.28 3.72 25 
man- 26 Knickerbocker Fund 95.3 95.3 63.0 101.0 96.4 194.6 i762 1213 2.90 3.40 26 
fees | 27 Loomis-Sayles Mutual Fund 59.6 60.1 49.5 60.5 96.6 186.7 181.3 1381.6 2.99 3.01 27 
. | 28 Mutual Investment Fund —_... a ES 83.2 84.0 55.8 74.6 95.7 1843 |] 168.8 1248 | 2.96 2.91 28 
"mg> | 99 New England Fund _| 55.4 668 554] 784 97.2 1765 | 1686 124.7] 3.32 3.51 29 
30 Selected American Shares P i 948 97.6 81.1 74.0 94.3 257.7 235.8 157.4 2.53 2.99 30 
31 Sovereign Investors 914 97.7 91.38 98.3 98.2 284.6 252.1 227.3 3.05 3.58 $31 
32 State Street Investment Corp. ‘ 91.0 92.9 81.2 56.8 95.3 219.5 208.9 131.6 2.25 2.48 32 
33 Wall Street Investing Corp. 86.7 88.2 78.2 — 96.1 259.7 246.7 222.6 2.68 2.92 33 
000 | °4 Wisconsin Fund, Inc. 94.1 986 77.4 | 548 954 2340 | 221.5 169.6 | 241 3.10 34 
000 | 
were | COMMON STOCK FUNDS 65.3 94.7 309.5 | 289.0 215.0] 2.42 2.82 
five | 35 Agiliated Fund* 87.7 97.5 845 | 61.0 93.6 2388 | 227.3 167.4] 2.84 3.33 35 
sults | 36 EES | Re a wD ee EC 80.9 88.5 76.7 68.0 94.6 277.7 257.8 190.3 2.49 2.75 36 
~ the 37 Dividend Shares : 87.1 87.1 81.6 73.5 93.6 243.2 229.5 182.8 yA fe | 2.98 37 
spon: 38 Eaton & Howard Stock Fund 86.3 92.1 78.3 62.2 95.2 311.0 290.6 253.3 2.24 2.39 38 
39 Fundamental Iavestors 98.6 99.2 96.7 54.5 94.4 307.8 277.0 280.5 2.19 2.73 39 
—_ 40 Group Securities—Common Stock —.._.-_- 98.8 99.1 90.4 — 95.1 245.8 222.6 171.6 3.67 4.36 40 
ISWwer 41 Incorporated Investors 93.3 98.2 89.0 59.8 96.6 326.8 299.4 218.1 iw 228 a} 
f the ff 42 Investment Company of America iad 88.6 95.5 177.6 64.1 94.1 303.3 | 288.9 193.9 2.17 2.48 42 
years 43 Keystone Growth Common (S-3) _..--. 94.0 99.0 91.0 71.7 97.4 856.6 823.7% 209.5 1.64 2.25 483 
rcer fy a ~ name Investors Growth Stock Fund —— 95.3 99.3 92.9 69.6 94.7 386.9 373.6 213.8 i oan Qe 
assachusetts I tors Trust 99.7 99.7 97.3 76.6 95.8 332.6 298.6 269.3 27 2: 
[0 Sled let ‘ 981 99.3 964] 57.6 92.7 356.9 | 351.1 274.8 | 169 2.17 36 
arge. — Securities—Stock Series 98.9 98.9 93.9 — 93.6 247.0 — 173.3 3.73 4.39 = 
nom- Rowe Price Growth Stock Fund S22 S87 T2.i — 94.6 430.5 416.5 244.3 Lays 2h7 4 
ering | 49 Scudder Stevens & Clark Common Stock Fund. 97.1 99.2 91.6 — 94.5 308.5 289.4 238.7 2.27 2.64 49 
esen. | 2 United Income Fund 91.9 97.3 90.1 — 95.4 2783 | 255.8 2082] 339 3.38 50 
mber | st) gp ais 
 o OCK INDEX (Standard and Poor’s)2 _____ _— _— —_ 70.7 94.3 348.2 312.8 _ pes = 
sors. |) CONSUMERS PRICE INDEX (B.LS.)» — — —] 585 1000 128.4 eer Nee ae 
t five © 
> T ff 
- | %~Adjusted +, June 30, 1950 base; *—-Leverage operated until 2nd quarter 1950: Italics indicate ex-div. or high or low price reached during current month. 
reas€ Corrections, Mor. 1960: (8) Fully Administered Fund, col. 9, 3.57; (17) Shareholders Trust, col. 9, 3.43; (34) Wisconsin Fund, col. 7, 225.6. 
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The Case for Surrender 


Two graduate students at the Univer- 
sity of California have recently advanced 
the proposition that the inexperienced 
investor or person lacking adequate time 
to supervise his own portfolio would 
profit by an unmanaged investment com- 
pany with a portfolio consisting of 
stocks comprising a representative stock 
market index.* There are now so many 
investment companies with various poli- 


*The Case for An Unmanaged Investment Com- 
pany. Edward F. Renshaw and Paul J. Feldstein. 
The Financial Analysts Journal, January-February 
1960 (82 Beaver Street, New York 5, N. Y.; $1.50). 


cies and performance records, the au- 
thors pointed out, that such an investor 
could hardly expect to select at his best 
a better than average performer. How- 
ever, while investing. for example, in the 
D-J industrials the investor could never 
beat the averages, he would not do “sig- 
nificantly worse.” 


It is then pointed out by the writers 
of this thesis that the funds as a whole 
have not outperformed representative 
stock averages. Admitting that some 
companies have achieved superior per- 
formance records, it is nevertheless con- 
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bow Vork “Capital Gund 
of Canada, Ltd. 


A non-dividend paying diversified open-end investment 
company, redeemable at net asset value, seeking long- 
term appreciation through investments outside the 
United States, with not less than 50% of its total assets 
in Canadian companies and up to 50% in securities of 
companies outside of Canada and the United States. 


Traded Over-the-Counter through Investment Dealers 


Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange 


Branch Offices and Correspondents in 100 Cities 





NEW YORK 5, N.Y. 
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Stein Roe & Farnham 


BALANCED FUND 
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Invested in bonds, preferred 
and common stocks selected 
for reasonable stability and 
possible long-term growth of 
principal 


Copies of the Prospectuses obtainable from 


Stein Roe G Farnham BALANCED FUND, Inc. 
Stein Roe G Farnham STOCK FUND, nc. 
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BOTH FUNDS AVAILABLE AT NET ASSET VALUE 
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STOCK FUND 





Substantially all assets invested 
in common stocks selected for 
long-term growth possibilities 


135 South LaSalle 
Chicago 3, Illinois 
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tended that these have been counterbg). 
anced by those outdistanced by thie ayer. 


ages. Cited are three statistical refer. | 
ences which appear to prove the authors 


conclusion. We might comment that oy; 
own Index of Mutual Funds would also 
appear to support this evidence as to 
wide-variation in performance. 

The authors conclude that their “case 
for an ‘unmanaged’ investment company 
will have served its purpose if attention 
has been focused on the costs and rp. 
turns from portfolio management. Plac. 
ing their article strictly in a frame of 
reference to the mutuals, they might 
have added two constructive suggestions 
— a more clearly defined definition of 
the objectives and policies of each fund 
and a more highly trained and objective 
representation of the proper and best 
managed fund to fit each investor’s re. 
quirements. Granted these worthy goals, 
the case for the unmanaged fund would 
appear very weak, indeed. 

e The issue of American Life Fund 
which was to be underwritten by First 
Boston Corporation (as announced in 
the March column) has been withdrawn 
from registration. 

A A A 
FINANCE ANALYSES 

(Continued from page 354) 

at 60%. For the thirty stocks we find 
the following: 


Arithmetic Mean _____ ; 61.5% 
Mesian 56.0% 
_ ERR erey ee Reenearete 33.4% -115.6% 


Seventeen of the thirty stocks meet 
this test which is probably the least sig- 
nificant of the four tests evaluated here. 
A high pay-out ratio for a single year 
may, in fact, be an indication of a com- 
pany policy to maintain regular divi- 
dends even when there is a decline in 
earnings. 

This test has more positive than nega- 
tive significance in that a low ratio is 
apt to be favorable while a high ratio 
may not be unfavorable. 

Table 6 lists the stocks that pass the 
key test (the test that the least number 
of stocks met) of percentage increase in 
cash dividends and at least one of the 
other three tests. The individual scores 
below the norms are shown in parenthe: 
ses. 

The following five stocks met all four 
screening tests but may not meet the re 


maining three that are to be tested in | 
the May issue: Eastman Kodak, General | 


Foods, Sears Roebuck, Standard Oil 
(Cal.), U. S. Gypsum. 


The most significant of the tests stil 


to be applied attempts to measure the 
all important factor of market price. 
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$ ANNOUNCED LAST FALL, THE Com- 
even on Uniform State Laws 
have started to study the possibility of 
a modernization of the Uniform Princi- 
pal and Income Act. A questionnaire re- 
cently distributed solicits comments on 
ten questions, of which five may be con- 
sidered specific and five general, Every 
recipient of the questionnaire should an- 
swer it in accordance with his best judg- 
ment in the light of his own experience 
but a few observations here may not be 
out of place. 

The first question is a simple one, i.e., 
should capital gains dividends dis- 
tributed by mutual funds be principal 
or income to a trust? It is hard to see 
how they can be anything but principal, 
at least if there is to be a statutory rule. 
What can be the difference between a 
captital gain realized in cash on a par- 
ticular security in an individual trust, 
which clearly belongs to corpus, and 
capital gains realized by a mutual fund 
which are distributed, rather than 
actually added to corpus, purely because 
of a feature of the Internal Revenue 
Code? There are relatively few differ- 
ences between a mutual fund and a com- 
man trust fund in form or substance 
yet no one has ever suggested that capi- 
tal gains realized in a common trust 
fund should be distributed as income to 
the participating trusts. 

The second question deals with those 
cases where a corporation has made it 
a practice to declare small periodic divi- 
dends in stock in order to preserve cash 
on hand for expansion or whatever. At- 
tention is called to the Kentucky statute 
which states that all dividends in stock 
of less than 10% of the outstanding 
shares of the corporation shall be in- 
come; all dividends in excess of such 
percentage shall be principal. As I un- 
derstand it, this means that a stock 
dividend of, say, 25% of the outstand- 
ing shares shall be principal and not 
10% income and 15% principal. The 
Commissioners ask if this type of pe- 
tiodic distribution in stock should be 
differentiated from other kinds of stock 
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distributions; whether such distributions 
should be allocated by statute to income 
or principal; and what criteria should 
be used to differentiate such a distribu- 
tion from a stock dividend that ought 
to be allocated to corpus. 

Such small stock dividends have al- 
most always been intended to be in lieu 
of cash dividends. The company has had 
current earnings sufficient to declare 
dividends to the same amount in cash 
but for good reasons prefers to keep 
the cash in the treasury. Such dividends 
obviously should belong to income, or 
the trustee should not hold the stock, 
and something like the Kentucky rule 
seems desirable. The great advantage of 
such a standard is that it works by rule 
of thumb rather than by legal or ac- 
counting principles, It may be inexact 
and perhaps arbitrary but it does sub- 
stantial equity and will save a vast 
amount of trouble in the making of com- 
putations. Some may feel that 10% is 
too high but a figure of 5% could not 
be very far removed from the equities 
of any given situation. 

Question 4 is addressed to the Du- 
Pont-General Motors type of case. What 
should be done where a court requires 
a distribution of stock of one corpora- 
tion by another which has held it for 
some time? Should the revised statute 
deal with this problem at all; should the 
distribution be treated as income or 
principal; and how should the method 
of treatment be determined? 

Answers to this question will require 
much thought. I think that all are agreed 
that it is inequitable to force income.,, 
and hence an income tax, on people in- 
voluntarily because there is some al- 
leged or proven violation of the anti- 
trust laws or the like. But that is a mat- 
ter of tax law, not of trust law, except 
as one conclusion follows from the 
other. On balance it would seem that 
such distributions should belong entire- 
ly to principal. 

At present Du Pont holds General 
Motors stock in its surplus account as 
an earning asset and a trust holding Du- 





Pont stock will benefit by the earnings 
distributed to it because of this holding. 
If DuPont is forced to distribute Gener- 
al Motors stock to its shareholders, 
trustee stockholders will receive what 
has been a capital asset of DuPont for 
many years and it therefore becomes a 
capital asset of the trust. The value of 
the stock would seem to be clearly a 
continuing principal asset with the earn- 
ings therefrom going to the life bene- 
ficiary directly instead of indirectly 
through the ownership of the stock by 
DuPont. 


The question about a modernized 
treatment of royalties from oil and gas 
leases is out of my experience and 
should be answered with more authority 
by our colleagues in those states where 
this type of investment is more often 
found in trust accounts. But the ques- 
tion of whether a trustee should be re- 
quired to amortize the cost or other 
value of real estate or depreciable per- 
sonal property, whether it was part of 
the original trust res or was purchased 
by the trustee, leads me to a definite 
negative response. The reason for this 
point of view is not based on logic as 
much as on what has seemingly been 
the uniform practice over many, many 
years. 


We had this problem some twelve 
years ago in New York. In Matter of 
Kaplan,' the Surrogate of Kings County 
(Brooklyn) held that the value of real 
estate held in a trust should be amor- 
tized. This caused considerable con- 
sternation among the trust companies 
not only because of the great amount of 
additional work that would have been 
involved but because no beneficiary of 
any trust holding real estate in New 
York had ever suffered a loss of income 
due to any requirement for the setting 
up of a depreciation reserve. The Kap- 
lan case would have required a transfer 
of cash from income to principal to 
offset the computed depreciation. It 
would not have been an account merely 


1195 Mise. 132, 88 N.Y.S. 2d 851. 
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on paper, as is often the case where the 
only question is the amount of deprecia- 
tion legally chargeable against income 
as a deduction for tax purposes. 


A test case was thereupon worked up 
in New York County known as Matter 
of Davies,? and a decision secured that 
a depreciation reserve against real estate 
held in a trust is not necessary. This 
ruling was sustained on appeal and is 
now the law in New York. Although the 
idea of requiring a depreciation reserve 
still has some advocates and may be 
theoretically correct, it has never seemed 
to me that there is any practical neces- 
sity for such a rule, especially if it is 
to affect the income of life beneficiaries 
in existing trusts. 

The other questions ask in a general 
way whether benefit now covered by 
the act, other than those referred to in 
the five specific questions, are treated 
in a satisfactory manner and whether 
any new benefits should be included in 
the revised act. The same queries are 
made as to expenses and burdens. As a 
copy of the questionnaire was receive 
just before press time there has been no 
opportunity to study the act in detail in 
order to comment on these questions. 
To a majority of trustmen the most im- 
portant point for study will be Section 
5, treating of stock dividends. 

The modernization of the Uniform 
Principal and Income Act is long over- 
due. The Commissioners are to be com- 
mended for making this start and it is 
to be hoped that all trustmen who feel 
strongly on any aspects of the subject 
will take advantage of the opportunity 
for cooperation which the Commission- 
ers are now affording them. The drafts- 
man for the Special Committee is Pro- 
fessor Allison Dunham of the University 
of Chicago Law School, 1121 East 60th 
St., Chicago 37, Ill. 


PRUDENT MAN RULE IN 
NEW YORK — CASE HISTORY 
IN LEGISLATIVE PROCEDURE 


SUALLY I TRY TO FIND SUBJECTS 

for this column which are clearly 
of national interest. This month I want 
to discuss a somewhat local matter, 
namely, the efforts we made this winter 
in New York to obtain legislative ap- 
proval for the prudent man rule for 
trust investments. Yet the topic is of 
broader interest as I am informed that 
trustmen in several other states have 
been watching our activities with the 
thought that they might try to obtain 
the rule next year when many legisla- 


2197 Misc. 827, 96 N.Y.S. 2d 191; aff’d without 
opinion 277 A.D. 1021, 100 N.Y.S. 2d 710. 
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States with Prudent Man 
Rule in Whole or Part 
Arkansas New Hampshire? 
California New Jersey* 
Colorado New Mexico 
Connecticut New York® 
Delaware North Carolina? 
Dist. of Col.4 North Dakota? 
Florida Ohio® 
Hawaii! Oklahoma 
Idaho Oregon 
Illinois Pennsylvania® 
Kansas Rhode Island? 
Kentucky South Carolina? 
Maine South Dakota 
Maryland? Tennessee 
Massachusetts? Texas 
Michigan Utah 
Minnesota Vermont? 
Mississippi Virginia 
Missouri? Washington 
Nebraska? West Virginia5 
Nevada Wisconsin? 
1For cornorate fiduciaries only. 
2™y count decision. 
"Un to 50 ” of account. 
‘Up to 40” of account. 
“Up to 35” of account. 
“Up to 3314 of account. 
7Stecks & mutual! funds up to 30%. 











tures will be in session. Although there 
are only 20 jurisdictions which still do 
not have the rule unhampered by some 
restrictions, this would seem to be a 
large enough number to justify a descrip- 
tion of how we went about our cam- 
paign and why we failed. 


My column in the February 1960 is- 
sue was a cut-down version of a talk 
before the Banking Law Section of the 
New York State Bar Association in Jan- 
uary. That talk gave arguments in favor 
of the prudent man rule and some an- 
swers to certain arguments that had 
been made against it. I will not repeat 
them but instead would like to describe 
the organization we set up to educate 
our legislators on the subject and the 
reasons for our failure to obtain passage 
of our bill. These observations may be 
helpful to those who may be, sooner or 
later, seeking action by their own state 
legislatures. 

In New York, as I am sure is the case 
elsewhere, the districting of the state is 
such that the Legislature is controlled 
by the areas outside the principal large 
city. Our Assembly is divided between 
92 Republicans, mostly from upstate, 
and 58 Democrats, almost entirely from 
New York City. It is an acknowledged 
political fact that the Republicans are 
apt to vote their personal convictions 
unless a bill is made a party issue 
whereas the Democrats are more in- 
clined to vote as a unit. Thus, the first 
thing we thought necessary was to find 
out how the upstate Republicans might 
feel about our proposal. 


We therefore set up a group « 
40 trustmen, whom we called minute 
men,” each of whom was ass} ned ty 
one or more upstate counties, since there 
is at least one assemblyman fron each 


county. Whichever “minute ma:.” hap. 


about 


pened to know the state senato: in his 
area was asked to see him (or er), [p 
November and December, the:e mep 


were asked to talk over our proposed 
bill with their local legislators, surro. 
gates and prominent attorneys. They 
were furnished with a pair of “hand. 
out,” printed (not mimeographied) op 


both sides of a single sheet, one of | 


which gave affirmative reasons for ep. 
acting the rule and the other of which 
tried to answer opposing arguments 
which had already arisen. These men 
did a splendid job in visiting about 90% 
of the upstate legislators informally jn 
their home offices. 


By the time the Legislature convened 


in January we felt that this canvass had | 


indicated sufficient support for our bill 
to justify its introduction with every 
hope of success. We obtained as spon- 
sors an Assemblyman and a Senator 
both of whom are highly regarded. How. 
ever, we failed to take into account two 
things. One was that we had evidently 
not done enough work toward convine- 
ing important members of the minority 
party, and the other was that a very 
small but influential number of the ma- 
jority party was was also not fully con- 
vinced. 


I had understood that the senior men- 
bers of the minority party were on our 
side. That proved not to be the case. 
Worse, however, was the fact that one 
of the most influential members of the 
majority, a man for whom I have the 
greatest regard as a person and as a 
legislator, was prepared to and did speak 
against the bill, proving to be a remark- 
able orator as well. He influenced suff. 
cient votes so that the bill was defeated 
67 to 76. The vote was later recon- 
sidered and we lost again, this time by 
72 to 67. Although we gained five votes 
and secured a majority of those voting, 
an affirmative vote of 76 members is 
necessary for the passage of any bill 
by the New York Assembly. The great 
bulk of the opposing votes were cast by 
the Democrats, but enough Republicans 
also disagreed with us so that we wert 
unable to succeed. 


Why did this happen? I think the ar 
swer is that we failed to convince a nul 
ber of very intelligent legislators of sev- 
eral things, principally that it is safe 
to accord full investment dis«retion t 
individual trustees. Able assemblymen 
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were fearful of what might be done to 
the investments if an inexperienced 
widow »c the brother-in-law who ran the 


local filling station were given full dis- 
cretion as trustee. They were not im- 
pressed by the argument that Massachu- 
setts has had the prudent man rule for 
130 years and that 30 other states have 
had it for various shorter periods with 
no apparent harm to trusts. The argu- 
ment that individuals in New York ought 
to be considered as competent as those 
in Massachusetts and elsewhere fell on 
deaf ears. Experienced upstate lawyers in 
the Assembly stated that they always 
provided full investment discretion in 
wills drawn by them where the trustee 
was to be a bank or an attorney in 
whom they had confidence but that 
where an inexperienced member of the 
family was to be the fiduciary they con- 
sciously omitted any reference to in- 
vestment powers so that the trustee 
would be limited to the statutory pro- 
visions. 

It was startling and quite flattering 
to have a number of assemblymen state 
that they would have been quite willing 
to vote for the prudent man rule if its 
use could be limited to bank trustees. 
This was seriously said, although it was 
dificult for us to imagine anything but 
black looks from our lawyer friends if 
we had advocated such a bill. There 
would also, in my opinion, have been 
no problem in obtaining enactment of 
a bill which would have increased the 
present discretionary area from 35% to 
50% or 60%. This seemed justifiable 
in the light of current experience, in- 
cluding the recent report of the Statistics 
Committee of the Trust Division of The 
American Bankers Association which in- 
dicated that 61% was the average 
amount of common stocks held in trusts 
on a countrywide basis in 1958. 

Another argument against our bill, 
however, gave us considerably greater 
difficulty. Under the present New York 
Law the stocks which are eligible for 
investment within the 35% area of dis- 
cretion must, in effect, be those that are 
traded on national exchanges plus bank 
and insurance company stocks. This ex- 
cludes over the counter securities, 
Canadian stocks, etc, The continuation 
of such a limitation appealed strongly 
toa number of assemblymen who were 
fearful that a trustee with full discre- 
tion might buy the stock of a local 
laundry or grocery store. I believe that 
if we had continued these restrictions in 
our bill we might easily have secured 
enough votes for enactment, but it would 


not have given us the full prudent man 
Tule, 
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A third objection was quite a poser. 
Several assemblymen wanted to know 
what criteria a man could use if he 
wanted to restrict his trustee in the mak- 
ing of investments. They thought it 
would be an undue burden to ask a man 
to specify either an affirmative list to 
which his trustee would be restricted in 
buying or a negative list of types of 
investments which would be forbidden 
to the trustee. All trustmen agree that 
any testator who writes specific restric- 
tions in his will is very foolish. Never- 
theless, this difficulty was clearly in the 
minds of some legislators. It did not 
seem to satisfy them to be told that pos- 
sible criteria might be such investments 
as were legal for insurance companies 
or savings banks. 

A still further objection, which I 
touched on in my January speech, was 
that it was unfair to a testator long 
since deceased, who had expected his 
trustee to be limited as to investments, 
to now permit full investment discretion. 
The answer is quite simple, namely, that 
the Legislature of any state has the 
authority to determine from time to time 
what shall be eligible investments for 
trustees. As a practical matter a trustee 
cannot be held to investments which 
were eligible when the trust wos estab- 
lished since after a lapse of time there 
will be no possible way by which he can 
find out what presently available invest- 
ments would have been eligible under 
the then law. Furthermore, it is to be 
presumed that any testator should know 
this and that all he wanted in limiting 
his trustee to “legals” was to leave the 
discretion as to what investments should 
be eligible from time to time to the 
Legislature rather than to his trustee. 
Actually, this bridge has already been 
crossed in every state which has adopted 
the prudent man rule by statute or has 
enacted variations of statutory lists from 
time to time, including New York. 


One remarkable feature of our efforts 
was the great interest taken in the sub- 
ject by the members of Assembly. The 
bill was thoroughly debated on three 
separate occasions — once for two full 
hours, which is virtually unheard of in 
New York in the case of a non-political 
measure. Despite the bill’s defeat it was 
most heartening to see this indication of 
how close the functions and operations 
of trustees are to the daily experience 
of the legislators. 

It is too early to say whether the 
Trust Division of the New York State 
Bankers Association will try again for 
the full prudent man rule in 1961 or 
whether it will be possible to work out 
some alternative which, though not so 
satisfactory, will nevertheless give 
enough investment flexibility so that 
real advantages will accrue to the bene- 
ficiaries of trusts now hamstrung by re- 
strictive provisions. However, if this 
brief statement of our experience con- 
tains any lessons or suggestions for 
trustmen facing the same problem in 
other states, our defeat may have been 
of some benefit to others as well as to 
ourselves. It is also hoped that trustmen 
in states which have enacted the prudent 
man rule in fairly recent years may be 
able to make constructive suggestions 
to those of us who are still struggling 
with the problem. 


A AA 


FirST RESERVE DISTRICT 
TRUST EARNINGS UP 


Trust department earnings of member 
banks in the First Federal Reserve Dis- 
trict reported by the Federal Reserve 
Bank of Boston in its March Business 
Review, showed a gain of five per cent 
or better last year compared with 1958. 
Boston banks had total trust department 
earnings of $17,738,000, up 5%, while 
for the other first district banks the cor- 
responding figures were $16,285,000 and 
5.2%. 
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A VALUABLE SAMPLE SURVEY OF CAN- 
adian pension plans* has just been 
published by the National Trust Com- 
pany, Ltd. of Toronto, Canada. Like the 
Bankers Trust Company of New York’s 
series of studies of U.S. plans*, it sum- 
marizes the provisions of 115 pension 
and two profit-sharing plans of 100 
Canadian companies. Beautifully pro- 
duced — printed on heavy paper with 
well-spaced tabulations and bound in a 
hard cover—this compilation will be a 
valuable reference work for anyone in- 
terested in the Canadian pension scene. 

As might be expected, many of the 
features of U. S. private pension plans 
are to be found in those of our northern 
neighbor which, like our own, cover 
about one-third of the working popula- 
tion. For example, we are not surprised 
to find that 106 of the 117 plans sur- 
veyed have a normal retirement age of 
65 even though Canadian social security 
($55 a month) is not available until age 
70. And the “early” retirement age of 
59 (with or without a minimum service 
requirement) which is the commonest 
in Canada is also quite usual in this 
country. 

Nor are we surprised to observe, in 
a publication emanating from the Pen- 
sion Division of a trust company, that 
insured plans are under-represented in 
the survey, and that only one of the 117 
plans is an “individual policy” plan. In 
fact, as in the Bankers Trust studies, the 
sample is restricted to the larger pen- 
sion plans, and we are told that the 
average size of the companies whose 
plans are described is nearly 10,000 em- 
ployees. (Unlike the Bankers Trust, the 
National Trust has not included the em- 
ployee coverage among the information 
given about each plan). 

It is noteworthy that recent pension 
trends in Canada have been the same as 
those here. The following sentences 
quoted from the excellent introductory 

*A Study of Canadian Pension Plans, National 
Trust Co., Ltd., Toronto, 1960. 

+The sixth (current) edition of 1956 was re- 


viewed in this column in August of that year. A 
new edition has just made its appearance, 
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section of the Study could easily have 
been written about recent developments 


in the U. S.: 


“Inflation has already made many 
pensions inadequate and has led ex- 
perts (sic) to realize that any satis- 
factory pension plan must in the long 
run tend to produce pensions close to 
final earnings pensions — even if 
this is achieved by successive amend- 
ments of an average earnings, or of a 
flat benefit plan. This has led to a 
changed attitude towards investing 
pension funds in equities. The com- 
mon stock holdings in many pension 
trust funds have been substantially 
increased.” 


In its assessment of the long-term 
future trends in Canada the National 
Trust is in substantial accord with our 
own views on the future of pensions in 
this country. 


“The Armed Forces pensions are 
non-contributory; they depend upon 
rank, that is in effect upon final earn- 
ings; length of service is largely im- 
material; pensions are raised pe- 
riodically to meet cost of living in- 
creases, and provision is made for 
widows and orphans. There is much 
to be said for these principles and 
there are signs that the pension plans 
of the future may come closer to them 
then some of the more popular plans 
of today.” 


Employee Contributions 


These similarities between the private 
pension situation in the U. S. and 
Canada make it all the more interesting 
to observe the differences that do exist. 
Perhaps the most noteworthy of these is 
the widespread use of employee contri- 
butions. Eighty-nine of the 117 plans 
surveyed require contributions from the 
employee, and in nearly two-thirds of 
these the contributions commence after 
one year of service or less. Furthermore, 
the commonest rate of employee contri- 
bution is 5% of compensation though 
only in nine plans is the rate as high as 
6%. 

There are two important reasons why 
the contributory plan is so much more 
frequent in Canada than it is here: 








(1) Employee contributions to an 
proved plan are tax-deductible; 
and 


(2) Social Security is not financed 
(in part) by deductions from an 
employee’s pay. 


But this explanation itself suggests 
that, in the U. S., employee contributions 
on pay subject to social security taxes 
will soon be as dead as the dodo. For in 
Canada, where employee contributions 
are tax-deductible, the maximum rate 
is 6% and the mode only 5%. By 1969 
U. S. employees will be taxed for social 
security at 444% of their first $4 800 of 
pay and will not be able to deduct these 
taxes for income tax purposes. This 
414% non-deductible employee contri- 
bution is thus closer to the “rare” 6% 
tax-deductible Canadian contribution 
than to the “common” 5% rate. We 
wonder how many American companies 


will be able to maintain an employee | 


contribution in their own pension plans 


after 1968. 


Other Differences 


Two other characteristics of Canadian 
pension plans deserve mention. The first 
is that 19 of the 117 plans studied are 
using Canadian Government annuities as 
a base for the first $100 of monthly pen- 
sion. It may not be widely known that 
the British government has been in the 
life annuity business since 1808. Its ex- 
press intention at that time, and since, 
was to use the money obtained thereby 
to reduce the national debt. Canada fol- 
lowed this lead and still sells life annui- 
ties at favorable rates subject to a maxi 
mum of $100 a month. This explains 
what may seem an odd method of “split 
funding” used by one-sixth of the pen- 
sion plans in the National Trust study. 

The other interesting point is that 13 
of the 117 pension plans provide auto- 
matic 50% widows’ pensions. Nine of 
these 13 grant the widow’s pension on 
death in-service or after retirement, and 
the remaining four are equally split be- 
tween a restriction to in-service or post: 
retirement deaths. In this country fat 
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less than 10% of industrial pension 
plans include automatic widows’ pen- 
sions — Which usually imply no death 
benefits for bachelors or females — and 
the same holds true in England.* How- 
ever, in Germany, Switzerland and the 
Scandinavian countries the inclusion of 
widows’ pensions in a private plan is 
much more common, partly because 
Group Life insurance is less widespread 
there. These Canadian widows’ pension 
benefits may thus be a straw in the wind 
to developments here. 


TAXATION OF 
PENSION BENEFITS 


In volume 2 of the Tax Revision Com- 
pendium (compendium of Papers on 
Broadening the Tax Base submitted to 
the Committee on Ways and Means, 
Washington, 1959) there are eight 
papers on pension and other employee 
benefit plans (pp. 1301-1395). The first 
of these, “Some characteristics of private 
pension plans” by Daniel M. Holland of 
M.LT., provides “background informa- 
tion” and is chock-full of statistics on 
the coverage of pension plans in this 
country. We learn, for instance, that 
some 19 million employees were covered 
by private pension plans and profit-shar- 
ing trusts at the end of 1958; only 414 
million of these were under insured 
plans. During 1958 employer contribu- 
tions aggregated nearly $4 billion but 
employees contributed only a further 
$710 million. But note that whereas em- 
ployee contributions represent 20% of 
the aggregate employer-employee con- 
tribution to insured plans, the corres- 
ponding percentage is only 13% for 
non-insured plans. 


Mr. Holland’s Table 3 is interesting 
as showing how elusive is the concept of 
pension “coverage.” Whereas 28% of 
the labor force was covered in 1958 this 
increases to 45% of employees who are 
“coverable” (e.g., non-self-employed). 
But even this latter figure is an under- 
statement since the “eligibility” rules of 
some plans have excluded short service 
employees who will nevertheless be 
eligible for pension if they attain ages 
90-65 in the service of their employer. 


The other pension papers in the Com- 
pendium are intended to present the 
authors’ opinions on some of the tax 
revisions that had been discussed, e.g. 
the Keogh-Simpson bill on self-employed 
pensions. Divergent views eX- 
pressed about the existing “capital 
gains” tax on lump-sum payments in 
lieu of pension. Some of these stem from 


a 


*See this column of March 1959. 


were 
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varying attitudes on the desirability of 
permitting a man to take his pension as 
a lump-sum. 

In favor of the lump-sum concept is 
Joseph L. Seligman, Jr. (“Pension and 
other employee benefit plans”) who 
asks: “Is there any reason why we 
should seek to curtail an individual’s 
right to take the commuted value of his 
retirement income and do with it what 
he will—buy a farm, a trailer, a gas 
station. .?” On the other hand 
Leonard Lesser, in a paper with the 
same title, writes: “Funds accumulated 
under such a program [permitting the 
individual free election in the manner 


of their payment] are not irrevocably 
dedicated to the payment of retirement 
benefits. They do not serve the same 
purpose; they do not assure that the 
problem of the aged covered by the plan, 
at least insofar as the provision of regu- 
lar retirement income is concerned, will 
be met.” 

It is interesting to note that the solu- 
tion adopted in England of permitting 
up to one-quarter of all retirement bene- 
fits to be paid as a lump-sum would pos- 
sibly meet both schools of thought. Such 
a solution is presently impracticable here 
since the one-quarter lump-sum would 
attract tax at high rates. 
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Human Equation in Wills 


4 


Five Prototypes of Testators 


ROBERT M. HITCH 


Hitch, Miller & Beckman, Savannah, Georgia 


HAVE OBSERVED, WITH A GROWING 

feeling of nagging doubt, the com- 
mon practice, when lawyers and trust 
officers come together to talk of wills and 
trusts, of their custom in placing al- 
most total emphasis upon the techniques 
of tax-savings. We tend to become over- 
ly enmeshed in an intricate discussion 
of the cheapest way to meet our Maker. 
Our aim is laudable, but as the agenda 
becomes more and more spohisticated 
with the minutia2 of the marital deduc- 
tion, sprinkling and short term trusts, 
and special and general powers of ap- 
pointment, the personal and the human 
equation has become distant and dim. 


What I would like to do here is to talk 
a little more of the thinking of the 
testator as the document gradually comes 
into being and is made ready for execu- 
tion. The finished product, when the 
signature of the client goes upon it, 
represents the sum total of a person’s 
entire existence. It should carry in its 
making deep reflection and painstaking 
thought on the part of the client as well 
as the attorney. 


The Testator in Haste 


We of the legal clan can spot certain 
well defined individual patterns. The 
first category that comes to mind is 
The Testator in Haste. This good person 
(or devoted couple) has suddenly been 
galvanized into legal action by the pres- 
sures of an impending trip, and, at a 
crowded hour just before the date for 
departure, the client’s mind telescopes 
all of the unexpected changes that have 
taken place since the old will was drawn 
many years ago. The lawyer invariably 
is instructed to put something simple 
to paper; something to last only through 
the present conspiracy. To draw a simple 
will requires a simple life. I have had 
my modest share of clients but none do 
I remember whose life, and probable 
future existence, could be safely cata- 
logued as simple. Unforeseen events have 
a nasty way of shredding a normal pat- 
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tern into tatters with unbelievable rapid- 
ity. 

But, someway, somehow, the will spins 
through the typewriter and then circles 
around through half-packed luggage and 
last minute excitements and, by execu- 
tion, comes into existence. The attorney 
then mutters a few fervent prayers that 
the trip will be a safe and happy one in 
order that the bustle and the rapid de- 
parture may not reflect too clearly upon 
the solemn pages, if destiny should un- 
kindly intervene. 

When marriage or divorce works a 
revocation of a once-valid will, a testa- 
tor, in the blissful amnesia which is a 
part of the entrance upon matrimony, 
or in the bitter return from the court- 
house when a marriage has gone upon 
the rocks of failure, wants something 
done with imperative speed. Here again, 
sometimes a patchwork job is the result, 
since the interchange of thoughts, infor- 
mation and reflection between the im- 
patient client and the harassed attorney 
is at a low and inarticulate level. 


The Brooding Testatrix 


Our next client we may call The 
Brooding Testatrix. The gender has been 
changed and the lawyer is now called 
upon to fathom the inscrutable feminine 
mind. The usual threshhold questions 
about the details of the family circle, 
stocks, bonds, real estate and the like 
seem to run off quietly into sand. And 
here we find the very antithesis of The 
Testator in Haste. The fixed decisions 
locked in the mind are irrevocable in 
nature; they are the results of a lifetime 
spent in a candid and merciless ap- 
praisal of the frailties of the spouse. 

As the shop talk grows a bit thin, 
there comes an eerie and chilling sensa- 
tion that a third person sits in the 
office. The image is clear and distinct 
in the mind of the client; gradually the 
pictures comes into focus to the at- 
torney as he works his way through the 
labyrinth of feminine instinct. The 
enemy to be met, and to be disposed of, 
is the future second wife. The first, but 
vital, battle ground is the disposal of 


certain articles of sentiment. Jewelry, 
silverware, and furniture are classic ex. 
amples. The sooner the attorney realizes 
that the proper disposal of these items 
to the proper persons represents the true 
purpose of a will, the quicker the at. 
mosphere will clear. Then, and only 
then, will stocks, bonds, and real estate 
fall into proper perspective. 


The Tax-Crazed Testator 


Then, in our parade, we meet and 


easily catalogue The Tax-Crazed Testa- | 


tor. Having spent a lifetime in constant 
defeats at the hands of the tax collec. 
tor, our good friend is now sternly de- 
termined to even up the score with a 
triumphant exit from this vale of tears. 
Having been recently closeted with com. 
petent accountants, his mind is filled 
with fertile ideas to be embodied in the 
will-to-be. 

But the minds who draft our tax laws 
are indeed subtle and resourceful. There 
is always a quiet catch in the offered 
bargain. The real economy in will-mak- 
ing is known affectionately as the Mari- 
tal Deduction. This, simply stated, per- 
mits substantial savings so long as the 
testator is willing to bet that his good 
wife will leave a portion of his estate 
as he things she should leave it. 

This point in the conference calls for 
split-second thinking on the part of the 


musing counselor. Perhaps the family | 


unit has, by reason of the birth of chil- 
dren, the age of the beloved life part- 
ner, and common sense, become s0 
crystalized that the power to be left to 
the wife involves no danger. But the 
lawyer may see the better half as a 
young and frisky soul who will have full 
opportunities and probabilities of a sec- 
ond flock of children, with the usual 
necessary appendage of a second hus 
band, should our tax-obsessed friend 
leave us. Here is the time to hold up 
the hand of caution, but ordinarily mut- 
tered warnings are dismissed out of 


hand and our proud testator achieves | 


the ultimate in testamentary tax savings. 
But the haunting vision of step children 
and future husbands continues to fiit 
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through the legal mind as the will is through to logical conclusions; then our until the final will is completed and 
) drafted, airtight in its perfection, and Man of Perfection is willing to spend executed. 


menyense: 7 


happily signed by the client. The at- sufficient time to discuss the numerous This strong character is not the usual 
torney is left to a quiet sigh, full of the bizarre contingencies that the work-a-day _ figure that lawyers meet and treat with, 
knowledge that a lot of strange benefi- world may bring. but he is by no means unknown to us. 
| caries are going to worship at the He asks that a rough draft of the will He is a very satisfactory person but I 
| shrine of those crafty minds who de- be mailed to him for his study; he do think that he is not nearly as attrac- 
| signed The Marital Deduction. comes back with the copy interlined tive as those other odd types which I 


with sound and constructive suggestions; have mentioned, who bring a stimulating 
he requests a fee bill which takes into experience to the rather prosaic task 
Next in line we have The Suspicious consideration the ugly fact that the that comes with the drafting of a will. 
Testatrix. The first few groping ques- butcher, the baker, and the candlestick AAA 
tions are met with a heavy and telling maker are not figures foreign to the Thirty-four million persons received 
elry, | evasion. The cold, unfriendly eyes show odd souls who practice law. Then this federal income tax refunds averaging 
7 clearly that the reason for these im- ideal client is considerate enough to live $111 each on 1958 returns. 
lizes pertinent inquiries are all too apparent 
tems | to the moody client; our reluctant friend 
true | possesses a built-in fixation that a reve- 
» at- | lation of worldly possessions will be 
only | rapidly equated into the size of the fee 
state by the crafty figure who faces her. 


The Suspicious Testatrix 








Here again we must approach the 
problem from a peculiar angle. If the 
lawyer cannot know what the will leaves, 

and | he should know. in a sketchy way, to 
esla- | whom the hidden assets should go. A 

























stant | few carefully guarded probes as to the 

lee. family sparks off the impression that 

de | you have impertinently asked for the 

th a | results of a recent Wasserman test. But, 

rats. | gradually, just as the task seems hope- 

com | less, the opaque eyes show signs of In ILLINOIS trust matters, 

es | animation as the mention of —_ Chicago Title and Trust Com- 
people seeps into the subconscious “—e , pany offers you and your cus- 

Sigs ee ee: ee we om: Sreennning tomers unequaled facilities 

here | tempo and intensity, the complexities of and more than 70 years of ex- 

aad the will-maker’s life unfold. Here, after : a th 

nak | 2 famine of silence, comes a feast of dainty annaee mong e many 

rw confusing details. The hapless attorney services we offer are: 

ot works feverishly upon his notes with the 

wn helpless sensation that he is now en- © Testamentary Trust 

ood gaged in sketching out an outline of a =: Sieiatlien 

tate | Russian novel. Fleeting characters ap- ne Sear 

‘ pear in perplexing and bewildering con- @ Pension Trust 

sfor | test But here again patience is its own ne 


€ the - reward. In the telling and the retelling 


ily of the story, certain of the figures come e Ancillary Administration 

chil solidly into outline and all are ulti- @ Title Insurance Policies 
mately placed i r 

part- ety placed in proper testamentary @ Bewew 

a position, Once this area of legal confes- 


red sional has been reached, the familiar e Registrar 
ea | Work-back process to the size and de- 
Be tails of the estate can be gradually un- 
full dertaken. Thus, the disposition of as- 
eee WS is achieved in this quaint and 
ae" breathless fashion and the will emerges 
i ae if reason and logic had been ever the 
controlling architects. 
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Stock Dividend or Splite 


New Approach to a Fiduciary Formula 


VER THE YEARS NEW YORK COURTS 

have made substantial efforts to 
distinguish a stock dividend from a 
stock split-up. A stock split-up is the 
issuance of additional shares, already 
authorized but previously unissued, 
which reduce the par, stated or paid-in 
value of the shares to a new unit basis, 
with the sum of the new values equal to 
the old values. A stock dividend on the 
other hand is the issuance of additional 
like shares, already authorized but pre- 
viously unissued (except when treasury 
stock is used for that purpose), newly 
created by a capitalization of surplus 
(earned surplus, capital surplus or other 
surplus, however described) used for 
that purpose. 

What baffles a great many students 
of the subject is how two experts in trust 
matters can examine the same corporate 
stock distribution and come up with 
diametrically opposed views: one cer- 
tain that there was a stock dividend 
while the other equally certain there 
was a stock split-up. We believe this 
confusion stems from the redundant 
emphasis laid by our courts on the 
essential difference between a stock divi- 
dend and a stock split-up, so that those 
major components of each, which are 
basically identical to each other, are 
flagrantly overshadowed and relegated 
to obscurity. Let us present a simple 
illustration which gives effect to a 2 for 
1 split-up by X corporation and a 100% 
stock dividend by Y corporation in 
terms of a single share both before and 
after corporate action. 


RAYMOND T. McCAFFREY 





Mr. McCaffrey has 
had over 30 years 
practical experience 
in the fiduciary field. 
Since its organization 
in 1954, he has been 
chief associate of the 
accounting firm of 
Fiduciary Associates, 
New York City. Prior 
thereto he was with 
the trust departments 
of Kings County Trust Co., Title Guarantee 
and Trust Co., and Chase National Bank (now 
Chase Manhattan Bank). 








Despite the distinguishing features be- 
tween a stock dividend and a stock 
split-up, as enunciated by the courts, a 
normally intelligent person can rather 
easily perceive from the foregoing illus- 
trative examples that $80 of the original 
per share book value of both corpora- 
tions’ stock which in each case repre- 
sents earned surplus of the old share 
that has not been capitalized by corpo- 
rate action, is drawn or pulled to the re- 
spective new shares equally to support 
them both in the corporations and in the 
market place, regardless of the technical 
distinctions between the stock distribu- 
tions at their inception. 


This realignment of other capital, ex- 
pressed outside of capital stock, is 
academic in the case of the stock split- 
up because the mechanics of the trans- 
action being “across the board of book 
value” is adequately described as a split- 
up pure and simple. However, in the 
case of the stock dividend, when the 





X’s 2 for 1 Stock Split-up 





Old Share Two New Shares 
$20 Par $10 Par S10 Par 
(A) Barned Surplus —...... $ 80 $40 $40 
OB) WGapreal pceek 20 10 10 
Book Value per share ___. $100 $50 $50 
Y’s 100% Stock Dividend 
Old Share Farnings Two New Shares 
$20 Par Capitalized $20 Par $20 Par 
(C) Earned Surplus _ $100 $ (20) $40 $40 
? (as 20 20 20 20 
Book Value per share _. $120 -0- $60 $60 
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rights of adverse interests may well be 
involved under a trust arrangement, jt 
becomes necessary to earmark this re. 
alignment of other capital, expressed 
outside of capital stock, so that the 
rights of those from whom it is drawn 
or pulled may be adequately protected 
in accordance with the Fourteenth 
Amendment of the Constitution much 
the same as that Amendment safeguards 
the property rights of stockholders when 
stock rights are issued to them for sub. 
scription to new shares floated on a bar. 
gain basis. Whether this need be accon- 
plished by a redefinition of the term 
stock dividend at this late date, so as to 
limit its content to the earnings capital: 
ized as and for the true trust stock divi. 
dend in which the life tenant may have 
an interest, or by a balancing on the 
scales of equity, which seems to us more} 
appropriate, of those rights involved in 
a stock dividend as that term is gen- 
erally understood, is a proper matter for 
the court’s decision. 





Analysis of G.E. Distribution 


Now let us dissect in similar fashion 
the 1954 General Electric Co. hybrid 
stock distribution, which for expediency 
was termed a conversion. Here General 
Electric converted each of its no par 
shares, carried on its books at a stated 
value of $6.25 per share, into three 
shares $5 par each. The New York courts 
on the basis of total new shares in 
volved determined this stock distribu- 
tion to be 5/12ths stock split-up (equive- 
lent to 114 for 1, ice. $6.25 stated value 
for $5. par) and 7/12ths stock dividend 
(equivalent to 140% on $5 par or £ 
per new share which is 80% of $8.0 
earnings capitalized per old share). 10 
prove that the substantial similarity 
between a stock dividend and a stock 
split-up persists despite the distinguish | 
ing features of each in the distribution | 
one need only examine the progressivé 
effect of the split-up feature and the § 
stock dividend feature upon the uly 
book value of General Electric comme! 
stock now analyzed. 


The dilutions labelled (A) and (C) 
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Re: General Electric Company, Common Stock 
Per Share 
z Common Capital Earned Aggregate Shares Held Total Shares v 
‘ Stock Surplus Surplus Book Value By Public Issued & Outsdg. a ue 
e Elements of Book Value Before 3 for 1 . 
So-called Conversion in June 1954 $6.25000 $ .36939 $26.69192 $33.31131 28,688,230.00 28,845,927.36 
J x 
e Ll, 1954 each No Par share \ \ ) h h k d 
polio at $6.25 stated value was 1C In 
exchangeable for 3 shares $5. Par. 
§/12ths Split-up Feature 7,172,057.50 7,211,481 .84 f l v 
__(1 1/4 for i > O Va ue - 
Resultant Dilution: 
pital Stock 1.25000 1.25000 : 
er were : A property may be valued at x number of 
(B) Realignment of Other Capital Equity 07388 5.33838 5.41226 dollars for insurance purposes. To a pros- 
7/l2ths Stock Dividend Feature pective purchaser, it may be worth more 
(140%_on $5 Par) 50,204,402.50 50,480,372.88 dollars—or fewer On the company’s own 
ell be Resultant Dilution: books, it may have a third and quite differ- 
nt. it (c) Earned Surplus Capitalized in Terms ent valuation. 
is re-| yp ogee = Par Share 7.00000 7.00000 That is why it is wise for the estate planner 
ressed (D) Realignment of Other Capital Equity -17238 8.37290 8.54528 to know the purpose for which a valuation 
h has been made. 
t . " 
“ Total Dilution per No Par Share $1.25000 $ .24626 $20.71128 $22.20754 No matter for what purpose an appraisal 
lrawn Elements of Book Value After 3 for 1 ce Meg is required, The American Appraisal Com- 
tected So-called Conversion in oe age . $5.00000 $ .12313 $ 5.98064 $11.10377 86,064,690.00 86,537,782.08 pany can furnish experienced judgment. It 
ss of shares purchase rom Public ° 
teenth cae hanes sand by Gaupane ia BOBS (267,905.28) has been reporting values for all purposes 
h _ cond Nally apes Ree ag Ane «ai for more than 60 years. Its reports are backed 
reasury Stock as at Dec e > 4 740,997. d 
asec 86,660,618.08 86,660,618.08 by carefully collected data. Conclusions are 
uards reached through procedures which have 
when ; stood the test of time. 
r sub. in the accompanying chart point-up the able reason. Such action is expressly 
a bar. essential difference between a stock split- forbidden by the Fourteenth Amendment ES Se ce eee See 


ccom-| up and a stock dividend, while the dilu- of our Constitution (i.e. in pre 1926 The AMERICAN 
- term| tions labelled (B) and (D) point-up the New York trusts). If the basic dividend 


oe to| other major components of book value were paid in cash, that is all trust in- APPRAISAL 
apital-| that are basically identical in substance come would be justly entitled to; why Company® 

k divi}, and in application, thereby leading many then must trust income receive a wind- Home Office: Milwaukee 1, Wisconsin 

y have| learned scholars to contend with great fall at the expense of principal without icescaanaihatiagtbiataatonmeni 

on the} merit that a stock dividend is substan- just compensation, merely because the 
s more| tially a stock split-up, whenever less than corporation’s directors decided to dis- 
ved in|. all of the corporate earnings are capital- tribute stock rather than cash? In our 
is. gen: ized for stock dividend purposes. For opinion, the maximum number of shares 
ter for} example, of the total dilution of that trust income is entitled to receive P— 

§22.20754 per no par share worked by from a stock dividend, where there is F SS _ 
this so-called conversion, $1.25 or no impairment of principal’s stock hold- \ ey 
ion =| 5.6287% thereof is directly attributable ings, is that percentage (up to 100%) 
fashion| to the basic split-up and $7 or 31.52089% arrived at by dividing the total stock 
hybrid! is directly attributable to the basic divi- dividend shares issued into an equal or 
sdiency dend, while $13.95754 or 62.8505% is lesser quota of shares that the basic divi- 
General. attributable to the realignment of other dend will buy at the corporation’s new 


no par capital, expressed outside of capital book value price determined after giv- THE TEST 


. stated stock, drawn down and pulled from the _ ing effect to the distribution. 





























) three old share to support the new shares on New York courts have consistently OF TIME 

< courts 2 equal footing, of which $5.41226 or held (Osborne & Fosdick) that market , 
res in| 243713% is traceable to the split-up values are not pertinent to such an allo- 70 years of ——— fiduci- 
istribu-|, feature and $8.54528 or 38.4792% is cation. We believe this reasoning is ary experience qualifies 
equiva: traceable to the stock dividend feature. | sound because the life tenant’s right to American Security 7 -* 

d valu} In their apportionments of this stock income should, in the case of a stock Washington’s largest and 
vidend distribution the New York courts have dividend, be determined from the books best known trust company 
+ or Sv) Usually allotted to trust principal the of the corporation which will reflect . .. aS a wise choice for 
sf $8.75 F $1.25 basic split-up together with an book value. To measure the life tenant’s correspondents having 
re). Toh ditional $5.4.1226, being the realign- income in a stock dividend by market trust problems in the Na- 
milarity|, Ment of other capital, as stated above, values would be to value a present right tion’s Capital 

a stock ee to the split-up feature. So far, to income by a method which reflects : 

inguish: | 8° good, that is equity. On the other the future prospects of the corporation 

re » hand they have lial i trust income _ possibly cae in advance of as present AMERICAN SECURITY 


yeressive 





the $7 basic dividend (again that is date. Sometimes the future prospects AND TRUST COMPANY 


and the), “Wuity) but in addition they have also are not rosy so that shares may sell be- : 
the will given to trust income an additional low book value, when income will re- Washington, D.C. 
common t 8.54528, being the realignment of other ceive less shares out of a stock dividend; 
capital, as stated above, traceable to the at other times the future prospects are 
tock dividend feature, without equit- extremely bright, so that shares may 
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sell above book value, when income will 
receive more shares out of a stock divi- 
dend. In either case principal will pros- 
per or suffer when income does, so what 
concern is it to principal so long as its 
basic property rights in the old shares 
are properly safeguarded? 

Full capitalization of earned surplus 
never occurs when a stock dividend is 
issued (i.e. common on common) be- 
cause that would seriously impair the 
corporation’s ability to maintain its nor- 
mal cash dividend policy. However, full 
capitalization of such earnings occasion- 
ally happens when a stock dividend on 
common is issued in another class of 
stock, for example, preferred stock call- 
able or not callable at the par thereof. 
Since “full” stock dividends are a rarity 
and an exception to the general rule, it 
should be conceded by all schools of 
thought on the basis of the facts set 
forth above that all other stock divi- 
dends, no matter how large or small 
they may be, do contain some of the 
basic features of a stock split-up, so that 
they are in substance part dividend and 
part split-up. 


Income’s Spurious Argument 


As indicated above the definition of a 
stock dividend includes one that stems 
from the recapitalization of capital sur- 
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plus. Capital surplus is derived mainly 
from profits on dealings by a corpora- 
tion in its own stock and on unusual 
transactions not a part of its normal 
business operations. It is well recognized 
that capital stock and capital surplus to- 
gether represent the corporate category 
of permanent capitalization, or to use a 
more familiar trust term the corpus of 
the corporation, to be kept intact per- 
manently. The application of such capi- 
tal surplus for stock dividend purposes 
does not endow the life tenant of a trust 
with any rights that he did not have 
before. 

To contend that it does is to argue 
that the life tenant is entitled to share 
in the corpus gains realized on any asset 
which the trustee reinvested. This argu- 
ment is spurious. The life tenant’s right 
to income stems wholly from earned 
surplus out of which his normal cash 
dividends flow, so whenever those earn- 
ings are impounded and simultaneously 
capitalized for stock dividend purposes 
it is accepted that his rights have been 
invaded and in redemption he is entitled 
to have a participating interest in the 
stock dividend to compensate for: his 
injury. As a consequence all stock divi- 
dends emanating from capital surplus, 
either in whole or in part, are to that 
extent but colloquial split-ups and _be- 
long entirely to trust principal. 


Objections to Exchange Rule 


When corporations whose shares are 
listed on the New York Stock Exchange 
issue stock dividends of 25% or less 
(and recurring small split-ups in cer- 
tain instances) they are required to 
charge the total market value of the 
stock dividend shares against their earn- 
ed surplus. This rule was established 
some years ago upon the recommenda- 
tion of the American Institute of Ac- 
countants, because the defleting effect 
upon market values is not always no- 
ticeable when small stock dividends are 
issued but surely will be noticeable by 
the public when stock dividends are is- 
sued for more than 25%. The investing 
public sincerely believes that it is receiv- 
ing a melon whenever a stock dividend 
is issued, while the only melon, if it 
could be called such, is the fervent ex- 
pectation of more cash dividends on the 
total new shares than on the old shares, 
plus a wider market. 

This misconception by the public 
tends to create an excessive demand for 
the shares which tends to cause the 
market value to rise, quite often, to such 
an extent that the normal dilution of 
the old share that should theoretically 


follow such 


stock dividend 


tion js 
rather effectively camouflaged. ‘he ee 
pose of this market value rule ‘s to put | 
the public squarely on notice iat such 
earnings measured by market value of | 
the stock dividend shares wil neve, 
again be available for cash « vidends, 


We do not agree with this ru! because 
it: 


1. Proceeds from the hypothesis that 

two wrongs make a righ 

Invades the rights of free enter- 

prise. 

38. Requires management to capital- 

ize earnings more than would 

otherwise be required for sych| 
purposes. 

Tends to distort the corporation's 

books which are maintained on q 

book value basis by injecting g 

market value element which has 

no proper place there without 
actual realization. 

5. Unduly influences management to 
issue stock dividends of 26% or 
more to escape the market value 
burden on earnings. 

6. Could conceivably deter manage. 
ment from issuing a small stock 
dividend that might otherwise be 
desirable but the burden on earn- 
ings, because of the high market 
value of the shares, would be pro- 
hibitive. 


to 


ve 


For illustrative purposes, let us assume 
that this rule applied to all stock divi- 
dends rather than just those of 25% or 
less and see what would happen in the 
General Electric case. General Electric 
would have to charge its earned surplus 
account with $2,019,214,915, the full 
market value of the total stock dividend. 
In the stock dividend process General 
Electric charged earned surplus $252. 
401,864. Earned surplus at the time was 
roughly $765,000,000, clearly not 
enough to absorb a stock dividend mar. 
ket value charge of over two (2) billion 
dollars. 

On the other hand if General Electri 
effected the same split-up, 11; for 1, and 
effected a 25% stock dividend, instead 
of the 140% actually issued. thus sub: 
jecting itself to the operation of the 
rule, the resulting effect upon the $12) 
market value of the old share would be 
to reduce it to $76.80 per share requir 
ing the issuance of 8,965,071 shares to 
the public as the stock dividend wort 
in the market $688,517,514. That charge 
would almost wipe out the earned surf 
plus and leave little for cash dividentf 
purposes until the balance was increase | 
by future earnings. 





Now the inference we wish to drav 
from these figures is that if a rule ¥f 
clearly unsound when applied on # 
over-all basis, it is likewis unsound 
though to a lesser degree, if applied 07 
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a partia basis. Not every corporation 1s 


blessed with the huge earned surplus of 
Genera. Electric Co. and to the extent 
that it :nay not be so blessed it is de- 
tered {rom exercising its corporate 
prerogatives to issue stock dividends 
which often serve a worthwhile corpo- 


rate purpose. Until such time as this 
95% rule is annulled, if ever, the fidu- 
ciary has no alternative but to give 
weight to such earnings in terms of the 
new book value shares that they repre- 
sent. allhough such impoundment may 
be excessive. when compared with mini- 
mum legal requirements to achieve the 
same stock dividend, resulting in extra 
benefit for trust income. 


Where To From Here? 


Even though the author is reasonably 
confident that his method for the ap- 
portionment of a stock dividend will 
meet with the approval of most, if not 
all, fiduciaries and possibly our courts, 
one may rightly ask, how can we bring 
about the relief sought in such a way 
that a minimum of time and effort is 
expended to effect an equitable appor- 
tionment of a stock dividend at the least 
possible cost to the trust? Should we 
change the definition of what constitutes 
a stock dividend? We think not, for the 
reason that it is not always the part 
of wisdom to demolish a building that is 
otherwise structurally sound and habit- 
able, an derect a new one, just because 


it contains certain violations. What we 
seek here to establish is not new rights 
but only to preserve old rights hereto- 
fore violated. 

In this connection it may be stated 
that the books of practically every corpo- 
ration nowadays are audited by inde- 
pendent accountants. It should be a 
simple matter for them to determine on 
the basis of book values after the dis- 
tribution what portion of the stock divi- 
dend, expressed in terms of a percent- 
age, is directly attributable to the capi- 
talization of earned surplus of the corpo- 
ration, the basic dividend that gave birth 
to the stock dividend. Those accountants 
are usually consulied before the stock 
distribution and consequently have the 
data at their fingertips. For the proper 
guidance of fiduciaries that information 
can readily be made a part of the public 
record not only in the corporation’s an- 
nual reports but also in the Capital 
Changes Services published by Prentice- 
Hall and Commerce Clearing House. A 
rule to that effect passed by the various 
stock exchanges would bring compliance 
from corporations shares are 
listed thereon. A mandate or suggestion 
by the courts for the New York Ex- 
change to adopt such a rule with retro- 
active effect for the guidance of fiduci- 
aries will bring swift compliance within 
a short time. Corporations whose stock 
is not listed are always glad to cooperate 
when the fiduciary requests special data. 


whose 





*This formula would have worked out as follows 
in actual cases which are a matter of public record 
and still a source of great concern: 

Allied Chemical Common, No Par (12/15/55) 5% 
stock dividend 

(B) $48,347,455 
—_—— = (Q) 936,493.07 
(A) $46.28700 


(Q) 936,493.07 shs. 





= (P) 100% (Max.) 
(C) 459,289 shs. 
American Can Common (5/1/52) 2 for 1 split-up, 
$25, to $12.50 par and 100% stock dividend 
(B) $61,849,950 
—_—_—_—_—————. = (Q) 2,661,803.1 
(A) $23.23611 


(Q) 2,661,803.1 shs. 





———— = (P) 53.79558% 
(C) 4,947,996  shs. 
Devoe & Raynolds Class A, Common, 
(2/5/51) 10° stock dividend. 
(B) $867,920 
—_—_—_—_—— = (Q) 36,544.38 
(A) $23.74975 


(Q) 36,544.38 shs. 


—_——_ 


(C) 43,396 


no par 


= (P) 84.21140% 
shs. 

General Electric Company Common, (6/11/54) 
3 for 1 conversion; no par to $5 par (no par car- 
ried at $6.25) Basic Finding; 5/12 stock split-up 
(1% for 1) 7/12 stock dividend (140%). 

(B) $252,401,864 





- = (Q) 22,731,206.726 
(A) $11.10376 


(Q) 22,731,206.726 shs. 





———————— = (P) 45.02979% 
(C) 50,480,372.88 shs. 


Socony-Vacuum Oil Capital, $15 par (now, So- 
sony Mobil) (12/10/48) 2% stock dividend. 
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(B) $11,847,697 
———————- = _ (Q) 365,908.291 
(A) $32.37887 


(Q) 365,908.291 shs. 





= (P) 58.68024% 
(C) 623,563 


Standard Oil (Indiana), 
(12/1/54) 100% stock dividend. 


(B) $272,669,114* 


shs. 


Capital, $25 





= (Q) 5,628,540 
(A) $48.44402 


(Q) 5,628,540 shs. 





= (P) 34.68016% 
(C) 16,229,856 shs. 


*To effect this stock dividend $231,133,569 was 
charged directly to earned surplus and $174,612,- 
840 to capital surplus on the books but capital 
surplus was then only $133,077,295, shy some 
$41,535,545, which was simultaneously trans- 
ferred from earned surplus to make capital sur- 
plus whole. This fact appears to have been dis- 
regarded in all New York cases involving appor- 
tionment of this stock dividend. The language 
contained in the company’s annual report for 
1954 does not indicate that this transfer of earn- 
ings was anything other than a bookkeeping en- 
try and since it occurred at the time of the stock 
dividend it must be concluded that earnings 
were invaded in the amount of $272,669,114, in 
the absence of a sound corporate reason not dis- 
closed by the report. 


Borg-Warner Common, $5 par (1/3/55) 3 shares 
for 1 (200% stock dividend). 


(B) $4,061,364 
———————— = (Q) 163,216.58 
(A) $24.88328 


(Q) 163,216.58 shs. 





= (P) 3.21266% 
(C) 5,080,417.6 shs. 


The essentials are: 
(A) Book value per share after stock 
dividend 

Amount of earned surplus capi- 
talized to effect the stock divi- 
dend 

(C) Total number of stock dividend 

shares then issued 


(B) 


The fiduciary formula is then calcu- 
lated as follows: (B) divided by (A) 
= direct share quota (Q).:(Q) divided 
by (C) = percentage (P) of stock divi- 
dend shares received by trust in which 
life tenant has an interest subject to 
corpus impairment.” 

With the necessary data before him 
and a computing machine any qualified 
clerk could work out a thousand or more 
such percentages in a single day. It is 
extremely difficult to find a needle in the 
proverbial haystack but, once it is found. 
the discovery itself seems so simple that 
we now wonder why it took us so long. 


AAA 


e “Cost Accounting for Trust Opera- 
tions” was discussed at the April 12 
round-table luncheon of the Corporate 
Fiduciaries Association of Boston. The 
discussion was led by Walter J. Pal- 
munen, assistant cashier in the Comp- 
trollers Division of the National Shaw- 
mut Bank. 
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Income Tax Savings Depend on 


WHEN ESTATES AND ‘TRUSTS TERMINATE 


JOHN P. CAMILLI 


Trust Officer, First National Bank and Trust Company of Lima, Ohio 


HE PROGRESSIVE INCOME TAX RATES 
, es provide advantages to di- 
viding income among as many legitimate 
tax entities as possible. An estate under 
administration is a separate tax entity; 
the beneficiary, another. Consequently, 
prolonging settlement of an estate may 
provide income tax savings. The taxing 
authorities have closely examined estates 
in process of settlement for unreasonably 
long periods to ascertain whether or not 
they were continued for tax avoidance 
purposes. 

An estate is primarily under the juris- 
diction of local probate courts. Yet, the 
power to tax is not subject to state or 
local control. An area of conflict neces- 
sarily exists in which a county court 
could be at variance with the Commis- 
sioner of Internal Revenue in respect to 
determining the period of settlement of 
an estate. A review of tax cases indicates 
a striving for uniformity of interpreta- 
tion, although, quite obviously, each case 
has been decided on its own merit. 


The Internal Revenue Code provides 
that the settlement period is the period 
actually required by the executor to per- 
form the ordinary duties of administra- 
tion. An estate will be considered ter- 
minated when the assets have been dis- 
tributed; filing of the final account is 
not necessarily a measuring point; and, 
where the executor and trustee are one 
and the same, a clear indication of the 
end of settlement is the commencing of 
trustee’s duties. 


A significant case appeared before the 
Fifth Circuit Court of Appeals in 1944.! 
The petitioner, Walter Frederich, and his 
brother, Herman, were partners. The 
partnership continued after Herman’s 
death in 1934 until 1938, when Walter 
was appointed administrator with au- 
thority to carry on the business as a 
partnership. On petition of the heirs to 
liquidate the business at an advan- 
tageous time, and with respect to a 


This article, written at the request of the editors, 
is based upon a thesis submitted in partial fulfil- 
ment of the requirements of the Stonier Graduate 
School of Banking, A.B.A. 

1Frederich v. Comm., (5th Cir.) 145 F. 2d 796. 
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local (Florida) statute providing allow- 
ance of reasonable time to a surviving 
partner to wind up the business, the 
estate and Walter, individually, main- 
tained the partnership until 1943. 


During these tax years the estate paid 
taxes on undistributed profits as an 
entity. The commissioner claimed that 
profits were currently distributable to 
the heirs, and taxes should have been 
paid by them. He further claimed that 
the estate had terminated in 1937, when 
all administration duties had been com- 
pleted, except for filing the Federal 
estate tax return. The Commissioner con- 
tended that the regulation? under the 
1936 Code gave him the right to deter- 
mine what should be the reasonable pe- 
riod of settling an estate and that “rea- 
sonable period” was the time actually 
required for the purpose of administra- 
tion, not the period “reasonably neces- 
sary” to settle an estate. 


The Circuit Court found in favor of 
the petitioner on the grounds that: 


a. The Code and Regulations were 
fulfilled in that the time was that 
“actually required” for settlement. 

b. States have the right to pre- 
scribe a wind-up period, and the Code 
was not intended to define time as a 
“reasonable period.” 

ec. Congress never intended to vest 
the Commissioner “. . . with the right 
to determine what shall be a reason- 
able period within which an ad- 
ministrator shall conclude his ad- 
ministration and settle the estate of 
the decedent .. .” A state court might 
fix an entirely different period. 

d. The probate court was author- 
ized to issue orders deemed for the 
best interests of an estate, and the 
Commissioner cannot indirectly ac- 
cuse the county court of abuse of dis- 
cretion unless he attacked the validity 
of the court order. 


Subsequent Distinction 


The courts have been careful, how- 
ever, both to establish the primacy of 
a state court order® and to maintain the 
Commissioner’s power to tax beyond 


2Revenue Act of 1936, Sec. 161(a), and Reg. 94, 
Art. 162-1. 
3Freuler v. Helvering, 291 U.S. 35. 


state control. In this respect the Supreme 
Court has said, 


“It is the will of Congress which 
controls, and the expression of its 
will in legislation . . . is to be inter- 
preted so as to give a uniform appli. 
cation to a nation-wide scheme of tax. 
ation.”’4 


In Armstrong v. Comm.,° a decedent's 
estate was left open for years, a not un- 
usual occurrence in the state having 
jurisdiction, There was no requirement 
in the state statute with respect to the 
period of administration. The Court 
said that here it must ascertain criteria 
by looking to the tax code, thus vesting 
the Commissioner with the right to de- 
termine the time of completion of ad- 
ministration. 

While areas of conflict exist, the vast 
majority of estates will be settled in a 
time approved by State and Federal 
authority. Ohio, for instance, provides 
for an executor distributing the assets 
to the legatees after setting aside assets 
for payment of debts, after six months 
from appointment, after the surviving 
spouse’s election, and provided no action 
is pending against the will.° Funda- 
mentally, this agrees with “ordinary 
duties of administration” mentioned in 
Regulation 1.641 (b)-3. Tax litigation’ 
and actions against the will are certainly 
valid reasons for the prolongation of 
settlement. 


Typical Cases 


An executor may not be capricious 
and delay termination after filing a final 
accounting, which generally creates a 
presumption that all the duties have been 
fulfilled. In a 1934 case® the executor 
kept an estate open for six years follow- 
ing the rendering of his account. giving 
rise to the question of cost basis and 
distribution date of stocks later sold 
by the legatees. The Commissioner was 
sustained in holding the distribution to 
have taken place in the year that the 


*Burnet v. Hormel, 287 U.S. 110. 

52 TC 281. 

®Ohio Probate Code 2113.53. 

7See Harwood v. Comm., 46 BTA 750. 

8First National Bank v. Comm., 31 BTA 847. 


TRUSTS AND ESTATES 
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account was filed, there being no other 
duties left for the executor to complete. 


In another case® reasons advanced by 
the executor for prolonging the estate 
administration were the physical, mental, 
and financial condition of a legatee, and 
the payment of a mortgage. The court 
held for the Commissioner, suggesting 
that the administration of an estate is 
primarily for collection of the assets and 
payment of claims, and not for the cus- 
todvy of property to protect a legatee’s 
interests, although “Under certain cir- 
cumstances. such as temporary illness 
of a legatee. the distribution of the 
estate property may perhaps be prudent- 
ly postponed . . .” 


In another case’? 


the question was 
whether the estate was in process of ad- 
ministration during the taxable years 
1944 to 1948, decedent having died in 
1941. The executor operated testator’s 
farms and orchard business, intending 
to sell at some favorable time, and built 
up a good credit rating in the interim. 
He eventually located a buyer in 1948 
and sold the business at a substantial 
profit. Income during the years 1945 to 
1948 was partly retained by the estate. 
The Tax Court ruled for the Commis- 
sioner in taxing income during the 
aforementioned years to the beneficiary 
on the grounds that: 


(a) This estate was not subject to 
a probate court on the point of con- 
tinued operation of a business, which 
was entirely in the discretion of an 
independent executor. 

(b) The instrument did not re- 
quire the executor to sell the business, 
passing that duty on to the benefi- 
ciary. 

(c) Building up a credit rating 
for the going business of an estate 
is in no sense a duty or an ordinary 
function of an executor. 


The Frederich case was cited, and it 
was noted that the court there had 
actually exercised jurisdiction and ad- 
vice in keeping a partnership going, 
while, in this case, there was no court 
order or authorization to continue ad- 
ministration. 


In Chick v, Comm., the Tax Court 
held! that the executor had unduly 
prolonged administration of a Massa- 
chusetts estate by not transferring assets 
to a trust and returning income as cur- 
rently distributable to the beneficiaries. 
The assets included a large rug com- 
pany and the executor had the problem 
of finding a buyer while keeping the 
business operating successfully. No final 
account nor transfer of assets had been 


ee 


‘Alma Williams v. Comm., 16 TC 893. 
‘Estate of Farrier v. Comm., 15 TC 277. 
"7 TC 1414 


Apri 1960 





made. The Frederich case was held ap- 
plicable in that the settlement period 
contemplated by the Code was the time 
“actually required.” Massachusetts cases 
were cited in the dissent to establish 
that executors are liable for taxation 
until their final account is filed. 

The Circuit Court affirmed, conclud- 
ing that the Commissioner had the right 
to determine on the basis of ordinary 
duties of administration when an estate 
had ceased to be in process of adminis- 
tration, and, hence, had ceased to exist 
for tax purposes. It further noted that 
the Commissioner cannot usurp state 
court jurisdiction in the event of is- 
suance of a court order or authoriza- 
tion. 

“All we are called upon to hold 
here, and all we do hold, is that Con- 
gress can, and in the interest of uni- 
form system of federal income tax- 
ation did, clothe the Commissioner 
and the Tax Court with power to de- 
termine, at least absent conflicting 
valid affirmative action by the state 
court having jurisdiction in the prem- 
ises, that the period of administration 
or settlement of an estate has ter- 
minated for income tax purposes when 
the executor or administrator has per- 
formed all the ordinary duties in- 
cumbent upon him in his fiduciary 
capacity.’’!? 


What Decisions Indicate 


From a review of these cases, it may 
be concluded that the executor or ad- 
ministrator who finds a tax advantage 
in unduly prolonging settlement of an 
estate will be subject to scrutiny by the 
Tax Comissioner. If the ordinary duties 
of administration are completed and the 
executor is faced with a special prob- 
lem, such as sale of a business or the 
need to partition property, local court 
authorization can be obtained to keep 
the estate open. The question would 
seem to be: Are the executor’s actions 
essential to the proper settlement of an 
estate, or are they for the benefit of the 
succeeding legatee, whether a trust or an 
individual? Certainly, delay occasioned 
by the termination of tax liabilities or 
heirship will be acceptable to the Com- 
missioner for maintaining the separate 
tax status of the estate.!* Indeed, the 
cost of tax litigation may be more than 
offset by the tax advantages of splitting 
income between an estate and the bene- 
ficiary. 

If valid reasons exist to prolong set- 
tlement, and even as part of normal ad- 
ministrative duties, an executor should 
consider the tax advantages of retaining 
income or distributing it to the bene- 


12166 F. 2d 337. 
13Estate Harwood v. Comm., 46 BTA 750; Steph- 
enson v. Comm., 33 BTA 252. 














WILL PAY CASH 
FOR YOUR GOLD COINS 





we will pay the following prices... 


$20 GOLD _.—s—i(iti(iCtCSSStC:C«SS 3.50 each 
$10 GOLD ssi‘ CS 8.08 =~each 
Be 2 $ 9.00 each 
$3G0LD.........-—S—C(_SsC«é&$ 25.000 enc 
. eee $ 6.00 each 
$1GO0LD.. __.. $ 7.50 each 


We are also seeking the following: 
$50 GOLD ..sss—( (eC C$ 400.00 each 
$4G0LD _....... $500.00 each 


PROMPT REMITTANCE GUARANTEED 


no mounted or mutilated coins 
send coins direct to... 


123 West 57th Street, New York 19, N. Y. 
JUdson 2-2580 
One of America’s Oldest and Largest 
Coin Dealers 
Coin Appraisals for Banks, Estates, 
Insurance Companies 




















Security Valuations 
for Tax Purposes 


When question arises as to the value of a 
security for estate or gift tax purposes, careful 
analysis of all factors pertaining to value is 
essential. 

We have had extensive experience for a 
period of over thirty years in the valuation of 
closely-held corporation stocks, of listed stocks 
in large block holdings, of controlling and 
minority interests, and of stocks with special 
restrictive provisions for clients in many fields 
of business. 

Our reports are fully documented, with 
conclusions supported factually and analyti- 
cally. Authoritative testimony is available on 
studies made. 


Write E. R. Lamp, Dept. T 


STANDARD RESEARCH 
CONSULTANTS 


Incorporated 


345 Hudson St., New York 14, N. Y. 
(Subs., Standard & Poor’s Corp.) 














































CENTRAL 


NATIONAL BANK 


..a complete trust 
service in Cleveland 


Your requirements for an- 
cillary trust services in the 
Great Lakes Area will be 
met efficiently and promptly 
at Central National Bank. 
Our Trust Department staff 
is competent and experienced 
in all phases of personal 
and corporate trust matters. 


CLEVELAND 


Cleveland 1, Ohio 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 



















When an 
Arizona Fiduciary 
Is Required 
or Advisable, 
Your Inquiry Is 
Cordially Invited 


COMPLETE HOME 
TRUST OFFICE 
SERVICES PHOENIX 


FIRST 
NATIONAL 
BARI KK or arizona 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








Now 57 Offices in Arizona 


\ 


372 


ficiary. There will be instances, as in 
a doctor’s estate or that of an insurance 
agent, when income in respect of de- 
cedent, in the form of uncollected medi- 
cal fees or renewal commissions, may 
place the estate in a higher tax bracket 
than the beneficiary. Giving due con- 
sideration to the Federal estate tax 
credit, the executor might save income 
taxes by distributing other income be- 
fore the estate is terminated. As two or 
more tax entities will always exist, par- 
tial distribution may often be the an- 
swer prior to termination. 


Concomitant with such a decision is 
the effect corpus distributions may have 
on the taxability of retained income and 
of selecting the estate’s taxable year. 
It should be noted here that Regulation 
1.641 (b) of the Jnternal Revenue Code 
of 1954 specifies. 


“ 


. . an estate will be considered as 
terminated when all the assets have 
been distributed except for a reason- 
able amount which is set aside in good 
faith for the payment of unascer- 
tained or contingent liabilities and ex- 
penses .. .” 


Income earned on such assets set 
aside would appear to be deemed cur- 
rently distributable to the beneficiaries, 
as the tax entity no longer exists. Such 
retention, therefore, will not be in it- 
self a valid reason for preventing 
termination, One presumes that claims 
by heirs or tax and valuation problems 
would preclude the executor or adminis- 
trator from making a distribution of 
all the assets, and that the “reasonable 
amount” mentioned in the Regulation is 
one which the fiduciary can compute ap- 
proximately. 

As usual, the over-all guide for the 
fiduciary will be the common sense ap- 
proach. Determinations of local probate 
courts in non-adversary proceedings will 
not be binding on the Federal taxing 
authorities in ascertaining when an es- 
state closes. The Federal courts will de- 
cide the question in the light of the 
Code, the Regulations and previous case 
histories, to interpret and apply tax 
legislation principles uniformly. 


Termination of Trusts 


The issue of when a trust terminates 
is closely allied with the allocation of 
income deductions and credits between 
the life tenant and the trust as a taxable 
entity. Regulation 1.641 (b)-3 (b) 
places the determinant on the distribu- 
tion of the trust property to the suc- 
ceeding beneficiaries. The rendering of 
a final accounting is of secondary im- 
portance. As in the old law the trustee 







is given a reasonable period to «ind up ; col 
the trust after the occurrence of the | <ay 
terminating event. The trustee ay not h 
unduly prolong administration, and, a; } 
in an estate, the trust will be cc:isidered 
terminated when all the asse except 
reserves for contingencies have en dis. 
tributed. 

The 1959 amendment to thi regula. 
tion has clarified Paragraph (cc). which © cla 
gave the impression that trusi income tio 


for the entire year of termination was 
considered currently distributable to the 
succeeding beneficiaries to the extent it 
was not paid to other beneficiaries. Now. 
the distributable status of the income | 
and capital gains will be determined 
under the trust deed and local law. jn | 
accordance with the provisions of Reg. | 
1.651 (a) -2. 

Under prior tax law it has been well 
established that a trustee is entitled to 
reasonable time in which to settle a 
trust. In Comm. v. First Trust and De. 
posit Co.,!* the trustee, under the terms 
of an inter vivos trust which came into 
operation at the simultaneous deaths of 
settlor and his wife, was to pay all taxes, 
debts, and expenses incidental to wind- 
ing-up decedent’s affairs, The Commis- 
sioner sought to tax income over a three 
year period as currently distributable to 
the settlor’s children. The Court ruled 
against him and said that the situation 
“, . resembles that of an estate in the 
course of administration where the in- 
come pending settlement is returnable 
by the executor, and is not regarded as 
the income of legatees or next of kin.” 
The Court went on to explain that in- 
come was taxable to the trustee until 
completion of its duties. 





Illustrative Holdings 


In Bryant v. Comm." the Court estab- | 


lished that a trust continues for a rea- 
sonable period after the death of the 
life beneficiary until such time as set- 
tlement is completed. Again, in Della 
M. Coachman, 16 TC 1432, in which a 
legatee claimed a capital loss on her 
individual tax return, the court (apply- 
ing New York law) held that the loss 
was sustained by the trust. The trustee 
was not merely an agent for the succeed- 





ing beneficiaries during the wind-up 
pericd, but, under the terms of the in- 
strument providing for division and dis 
tribution after the occurrence of the 
terminating event, was a taxable entity 
having further duties to perform. 

In Agnew v. Comm.,'® the Court ruled 
against a remainderman claiming corpus 

14118 F. 2d 449. 


15185 F. 2d 517. 
1616 TC 1466. 
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commissions as a tax deductible item, 
saying: 

“A trust is a juristic person separ- 
ate for it beneficiaries. And com- 
missions are an obligation of the trust 
and deductible by it, even where the 
trust term has ended and distribution 
is in progress.” 


The petitioner in Charles F. Neave' 
claimed as remainderman excess deduc- 
tions and carry-over losses at the ter- 
mination of the trust. The Commissioner 
disallowed these deduction and was sus- 
tained by the Tax Court, which found no 
undue delay in winding up the trust. 
New York law, which allows a reason- 
able time for settlement, prevailed. 

Federal taxation principles and State 
law, in upholding the trust as a tax- 
able entity during the period between 
the death of a life beneficiary and the 
distribution of the trust, recognized that 
income collected in this period was dis- 
tributable to the remainderman. But 
capital losses, which under State law 
were chargeable to corpus and did not 
enter income, served merely to reduce 
the remainderman’s share of the trust. 
A similar result occurred with respect 
to corpus commissions and expenses at 
termination time. 

The solution to this problem was in- 
corporated in Section 642(h) of the 
1954 Code under which carryover losses 
and expenses are reflected in the re- 
mainderman’s income. Wastage of de- 
ductions is prevented. It is necessary for 
the trustee to coordinate his distribution 
date with the payments of termination 
expenses. for the Code calls for the 
successor legatee to claim the excess de- 
ductions on his return for the year which 
includes the termination date of the 
trust. 

The existence of the trust as an entity 


1717 TC 1237. 


and not merely an agency for the re- 
mainderman during the wind-up period 
remains, nevertheless, an_ established 
principle under both the old and the 
new Code. Income and capital gains 
will be taxable to a trust after the death 
of a life beneficiary, if the trustee is 
unable to determine successor interests. 

In Fairbanks v. Comm.'® the Court 
cited I.T. 1733, with respect to Sec. 162 
(b) of the Code, to settle the question 
of the taxability of disputed income: 

“Where there is a legal dispute as 
to the proper distribution of a por- 
tion of the income of a trust, which 
trust, on its face, provides for the 
periodic distribution of the entire net 
income, the portion of the income of 
the trust withheld by the trustee pend- 
ing the termination of the litigation 
is not in fact distributable to either 
beneficiary .. .” 

I.T. 1733 further pointed out such dis- 
puted income was taxable to the trustee, 
and that it was not deemed currently 
distributable to the heneficiaries. 

Income earned after the terminating 
event and withheld from the remainder- 
men as a reserve for attorney’s fees or 
other indebtedness would seem to be 
taxable to the trust entity, if the trust in- 
strument provided for such a reserve. 
For instance, if the distributable corpus 
consisted of unmarketable share of stock 
on which dividends were currently be- 
ing paid, and the trustee withheld the 
dividends to meet termination expenses 
paid in the following taxable year, it is 
questionable that such dividends would 
be deemed currently distributable. 

It should be noted that Revenue Rul. 
55-287 clearly requires a trustee to con- 
tinue filing trust tax returns during the 
wind-up period, even though the trust’s 
capacity for taxation purposes is similar 
to that of an agent. 


183 TC 260, acq. in CB 1944, p. 8. 
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Twenty-two members of the staff of the trust department of the Citizens & Southern 

National Bank of South Carolina met in Columbia recently for a one-day educational 

‘seminar on trust subjects. The meeting is one of a series and part of the continuous 

training program sponsored by the bank. Earl R. Short, trust officer in Columbia (above 

right), presented a detailed discussion on employee benefit trusts. During the afternoon 

session a round-table discussion on trust department operations and public relations was 
led by Marshall A. Shearouse, general trust officer of the bank in Columbia. 
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CLOSE CORPORATION 
VALUATIONS 
e realistic 
e fair 
e impartial 


Taxing authorities, executors, 
attorneys and others interested 
in the equitable appraisals of 
privately owned businesses and 
close corporations have en- 
dorsed Studley, Shupert Valu- 
ations Reports for their realism, 
fairness and impartiality: for 
their complete acceptability to 
all parties. 

Nearly 30 years of experience 
includes appraisals for conser- 
vator,corporate sale and merger 
purposes, and for determining 
inheritance and estate taxes 
and intra-estate settlements. 

Inquiries to the Valuations 
Department are invited. 


STUDLEY, SHUPERT 


& COMPANY, INC. 


1617 Pennsylvania Blvd., Phila. 3 
24 Federal St., Boston 10 





THE FAIRFIELD COUNTY 
TRUST COMPANY 


Harold E. Rider, President 


Main Office 300 MAIN ST. 
STAMFORD, CONNECTICUT 


COMPLETE PERSONAL 
AND CORPORATE 
TRUST SERVICES 


24 OFFICES 
SERVING 17 COMMUNITIES 


Resources over $180,000,000 





FAIREIE 
COUNTY 
TRUST 


CoM PAN Wy 
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CALIFORNIA 


BEVERLY HILLS—At BEVERLY HILLS NATIONAL BANK & 
Trust Co., Bruce Guthrie promoted to trust operations offi- 
cer and Velma L. Welch named asst. trust officer. Rose E. 
Swanson elected assistant secretary to the trust committee. 


SAN FRANCISCO—Raymond A. Love and Edwin L. Pail- 
lassou appointed asst. trust officers at CROCKER-ANGLO Na- 
TIONAL BANK. Love is a graduate of U. of San Francisco; 
Paillassau of Stanford U. 

SANTA ANA & LOS ANGELES—William G. Riley trans- 
ferred from Santa Ana main office of First WESTERN BANK 
& TRusT Co. to Los Angeles administrative offices, as asst. 
trust officer and assistant secretary. Riley holds a B.A. de- 
gree from U. of Chicago and an LL.B. from Southwestern U. 


COLORADO 
DENVER—First NATIONAL BANK advanced Bienvenido E. 
Ferrer to asst. trust officer. With the bank since 1955, Ferrer 
heads the tabulating division. 


CONNECTICUT 
HARTFORD—Arthur N. Johnson promoted to asst. vice 
president in the trust department of CONNECTICUT BANK & 
Trust Co.; Richard G. Scheide to trust officer. Johnson has 
headed the security analysis section of the investment divi- 
sion, while Scheide is in trust new business. 


FLORIDA 


DUNEDIN—At First NATIONAL BANK John B. Freeborn 
replaces Car] O. Dunbar, Jr., as vice president and trust 
officer. 

MIAMI—First NATIONAL BANK elected Philip C. Barth, Jr. 
an asst. trust officer. 


MIAMI—INbDusTRIAL NATIONAL BANK, granted trust powers 
last August, elected Roy A. Perry executive vice president 
and trust officer to head that department. 
MIAMI—Clarence J. Olsen, trust officer, also named vice 
president at MERCANTILE NATIONAL BANK. Olsen joined the 
bank two years ago after a long career with Chicago Title 
& Trust Co. 

MIAMI BEACH—C. W. Davis, formerly vice president and 
trust officer, NorTH SHORE BANK, made senior vice president 
and trust officer. 


ORLANDO—FLorIDA NATIONAL BANK elected Frederick T. 


Tinsley, Jr. as vice president and trust officer. Tinsley com-* 


menced his banking career with Continental Illinois National 
Bank & Trust Co., Chicago, and has been trust officer of 
First NATIONAL BANK, Leesburg, the past six years. He is 
a past chairman of the trust division of Florida Bankers 
Association and is a co-director of the new Trust Training 
School at the U. of Florida. 


ST. PETERSBURG—W. Richard Fox elected trust invest- 
ment officer of UNION TrRusT Co. Fox is a graduate of 
Duquesne U. and also attended Alfred U. and Hamilton 
College in New York State. He has been formerly zin the 
investment division of the trust department of MELLON 
NATIONAL BANK & Trust Co. of Pittsburgh for 13 years. 


GEORGIA 


ATLANTA—Miss Hester May Walker, who is in charge of 
the corporate trust department of TRUST COMPANY OF 
GEORGIA, promoted to trust officer. A graduate of Locust 


Grove Institute, in 1918 Miss Walker joined a bank which 
later merged with the Trust Company. 


TRUST PERSONNEL CHANGES 


(Five stars signify promotion of trustman to senior or executive vice president or president, or election to board of directors) 


Charles Arnold, Jr. and C. L. Deadwyler promoted to aggt 
vice presidents in the investment analysis and trust reg] 
estate divisions, respectively. Arnold is a graduate of U, of 
the South at Sewanee, Tenn.; Deadwyler holds a B.C.S, de. 
gree from U. of Georgia, and heads the real estate division 
of the trust department. 

Promoted to asst. trust officers were C. Wayne Clayton 
and Dewey L. Haggard, Jr. The former is office manager 
in the trust department, while Haggard specializes in pension 
and profit sharing plans. 


ILLINOIS 
CHICAGO—Thomas G. Lynch elected asst. trust officer at 
CHICAGO NATIONAL BANK. 


CHICAGO—SouTH CHICAGO SAVINGS BANK appointed Bern. 
ard Hummel a trust officer. 


INDIANA 


FORT WAYNE—Paul H. Spear promoted to vice president 
and trust officer at ANTHONY WAYNE BANK. 

FORT WAYNE—Jackson R. Lehman named asst. trust offi- 
cer of Fort WAYNE NATIONAL BANK, where he is an invest- 
ment analyst in the trust department. 
MUNCIE—MERCHANTS TRUST Co. elected Ray W. Clark as 
board chairman succeeding Frank B. Bernard who retired. 
Other elections were Lawrence L. Nicklin, trust officer and 
assistant secretary; Zach E. Rozelle, trust officer; and Rich- 
ard M. Groves, asst. trust officer. 


KENTUCKY 
LOUISVILLE—LINCOLN BANK & TrusT Co. 
Michael M. McGrath an asst. trust officer. 


appointed 


MASSACHUSETTS 

BOSTON—Miss Sarah E. Knapp named .assistant secretary 
in the corporate trust-transfer department of the trust divi- 
sion of SECOND BANK-STATE STREET TRUST Co. (which will 
change its name to STATE STREET BANK & TRUST CO. on 
April 15). Miss Knapp is a graduate of Skidmore College 
and the Harvard-Radcliffe Program in Business Administra- 
tion. 


MICHIGAN 

DETROIT—C. Ben Leonhard appointed senior trust con- 
sultant to the City BANk. Since 1927 he has been with 
DETROIT BANK & Trust Co. and its predecessors, until his 
recent retirement. 

MUSKEGON—Harry H. Geoghan, formerly probate judge. 
now heads the trust department of HACKLEY UNION NATION- 
AL BANK & Trust Co. as vice president and trust officer. 


MINNESOTA 


MINNEAPOLIS—Jerome T. Lodahl named asst. trust officer 
at MARQUETTE NATIONAL BANK. 
















JOHN H. LivINGSTON 
Buffalo 


G. M. R. MorRsE 
Plainfield 


F. T. TINSLEY, JR. 
Orlando, Fla. 
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MISSISSIPPI 


' VICKSRBURG—At First NATIONAL BANK & Trust Co. R. D. 








Ehrhardt, vice president and trust officer, elected to the 


board. 

NEW HAMPSHIRE 
NASHUA—Walter E. Robertson elected asst. trust officer 
of INDIAN HEAD NATIONAL BANK. He was recently asst. 
trust officer of CANAL NATIONAL BANK of Portland, Maine, 
and prior thereto with two Boston trust institutions. Robert- 
son attended Boston U. College of Business Administration, 
majoring in investments and economics. 


NEW JERSEY 


ALLENHURST—Ernest Hall, formerly executive vice presi- 
dent, cashier and trust officer of ALLENHURST NATIONAL 
BANK & TRUST Co., elected president succeeding the late 
Walter W. Reid, Jr. 








wkkkek 


PLAINFIELD — John V. Trumpore, 
formerly vice president in charge of 
the trust department, elected executive 
vice president; G. Maxwell R. Morse 
named vice president in charge of the 
trust department; Clarence M. Johnson, 
asst. vice president and trust officer; 
and John H. Burnham, trust officer. 





JoHN V. TRUMPORE 





PRINCETON—Arnold B. Smolens joined the trust division 
of PRINCETON BANK & TRusT Co. as an investment analyst. 
A graduate of U. of Pennsylvania Wharton School of Com- 
merce and Finance, Harvard Graduate School of Business, 
and U. of Michigan Horace Rackham School of Graduate 
Studies, Smolens has been affiliated with UNION BANK & 
Trust Co., Helena, Mont. 


TOMS RIVER—Frank W. Sutton, Jr., president and trust 
officer of First NATIONAL BANK, elected to the newly 
created position of board chairman and chief executive officer ; 
Roger N. Lane elected president and trust officer. 


NEW YORK 


BUFFALO—LIBERTY BANK elected John H. Livingston as 
vice president and trust officer in charge of the trust depart- 
ment. Livingston was executive director of training in the 
Kennedy Sinclaire Schools for development of trust officers. 
Previously he was vice president and trust officer of Oneida 
National Bank & Trust Co., Utica. 


NEW YORK—Finuciary Trust Co. named Raleigh Minor 
Eager as trust officer; and Valentine J. Carroll, Jr. as asst. 
trust officer. Eager was formerly with the law firm of Dewey, 


Ballantine, Bushby, Palmer & Wood and with Irving Trust 
Co. 








New $750,000 banking house now under construction, for Citizens 

‘ Souther: National Bank of South Carolina at Greenville. The 
tust Department, which was activated last November with trust 
officer Harold S. Jarvis in charge, will be on the first floor. 
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Trust administration offices in new building of United States 
Trust Co. of New York at 45 Wall Street, the century old address 
to which the bank returned after three years in temporary quarters. 





NEW YORK—John T. Lyons named asst. trust officer of 
SCHRODER TRUST Co. 


OHIO 


CLEVELAND—Elected asst. vice presidents in the corporate 
trust department of CLEVELAND TRUST Co. were E. E. Eisen- 
mann, C. F. McFrederick and C. W. Whitney; assistant 
secretaries: E. C. Eggert, G. R. Keidel and S. P. Masley; 
and William C. Bequette promoted to trust investment officer. 


ELYRIA—James F. Hill elected president of Savincs DE- 
POSIT BANK & TruUsT Co succeeding Rodney G. Rockwood 
who will continue as a trust officer and chairman of the board. 


WARREN—David R. Chenoweth given the title of vice presi- 
dent in addition to his present title of trust officer, at UNION 
SAvinGs & Trust Co. 


OREGON 


PORTLAND—Ralph J. Voss named to succeed C. B. Stephen- 
son as president of First NATIONAL BANK OF OREGON as of 
September 1 when the latter retires. Voss, now senior vice 
president of CALIFORNIA BANK, Los Angeles, received a 
bachelor of business administration degree from U. of 
Minnesota; in 1934 joined Continental Illinois National Bank 
& Trust Co. of Chicago, and in 1946 joined California Bank. 
Stephenson moves up to board chairman, replacing E. M. 
MacNaughton who becomes honorary chairman. 


PENNSYLVANIA 


CHESTER—G,. Alan Osmond named trust officer at the 
Chester-Cambridge office of PHILADELPHIA NATIONAL BANK. 


JOHNSTOWN—UNITED STATES NATIONAL BANK elected 
Robert J. Wharton as trust officer to replace James P. Nune- 
maker, who joined DOYLESTOWN NATIONAL BANK & TRUST 
Co. Wharton has been in law practice for 15 years. 


McKEESPORT—Leo F. Battista and Lawrence W. Kaplan 
elected trust officers of WESTERN PENNSYLVANIA NATIONAL 
BANK. 


UTAH 
OGDEN—Kay A. Young named vice president and trust 
officer of First SECURITY BANK OF UTAH to direct trust de- 
partment at this office; Jack D. Lampros advanced to asst. 
trust officer. Young joined First Security in 1950 after 
serving as auditor for the Utah State Tax Commission. He 
is a graduate of the Pacific Coast Banking School. 


VIRGINIA 


ARLINGTON—Thomas E. Sebrell, III, succeeds his father 
as president and trust officer of CLARENDON TRUST Co. 
NORFOLK—Walter G. Neff, Jr. named trust investment 
officer at SEABOARD CITIZENS NATIONAL BANK; Burton T. 
Sherwood, trust officer; and W. Bevill Plaine Jr. asst. trust 
officer. 

WEST VIRGINIA 


BECKLEY—William M. Shanklin named asst. trust officer at 
BECKLEY NATIONAL BANK. 








HUNTINGTON—TWENTIETH STREET BANK advanced W. 
Merton Prunty to trust officer. 


PARKERSBURG—Richard G. Miller promoted to trust offi- 
cer of Woop COUNTY BANK. 


WELCH—S. D. Hardin advanced to asst. trust officer at 
McDoweELu CouNTY NATIONAL BANK. 


Hodgson and John E. Main as assistant general managers 
at the head office. Hodgson will be primarily responsible for 





WISCONSIN 
STEVENS POINT—Miss Victoria Nowak named assistant 
eashier and asst. trust officer of CITIZENS NATIONAL BANK. RALPH J. Voss 
Portland, Ore. 
CANADA 
MONTREAL—MonrtTREAL TrRusT Co. appointed Gordon W. operations of the 





JOHN E. MAIN GorDON W. Fiopcson 


Montreal Montre +1 
Guaranteed Trust Department; Main 


will continue as supervisor of the Personal Trust Department, 
in addition to assuming other duties. 








TRUST OFFICER 


National Bank in Charleston, S. C., has 
opening for experienced man to assume 
charge of established Trust Department. 
Present T. O. retiring in December. Send 
resume of education, experience, and sal- 
ary requirements with recent photograph. 


Box H-64-2, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST BANKERS 


If you are in any trust banking capacity 
(Trust/Estate Administration; Trust In- 
vestments: Corporate Trust; Estate Plan- 
ning. etc.) or are seeking personnel in 
these areas. our service should be of defin- 
ite interest to you. We specialize in plac- 
ing trust banking personnel & invite appli- 
cants & employer-clients to inquire in 
strict confidence. Send resumes, including 
salary desired & geographical area desired 
to Mr. Howard, Don Howard Personnel, 
50 Church St., N. Y., N. Y. or call BArclay 
7-9000 to arrange for a mutually conve- 
nient appointment. 








SENIOR INVESTMENT MAN 


Opening in large bank in Colorado in 
Trust Department for senior investment 
man, approximately 40 to 50 years of age. 
Wide educational and experience back- 
ground in security analysis and portfolio 
management covering both stocks and 
bonds. preferably in trust field or com- 
parable field, required. 


Box H-64-3, Trusts and Estates 
50 East 42nd St., New York 17 








RETIRED TRUST OFFICER WHO 
WANTS TO REMAIN ACTIVE 


If you're retired (or about to be), want to 
enjoy Florida, remain active and supple- 
ment pension income, you may be the man 
were looking for to head our newly 
formed Trust Department. Tell us who 
you are and where you've worked. We're 
a progressive growing bank on the East 
Coast. north of Miami. Our management is 
sold on the value and need for trust serv- 
ice. This is an ideal situation for someone 
who is bored with the inactivity of retire- 
ment and wants to continue trust work 
under casual, pleasant, no-pressure condi- 
tions. 

Box H-64-1, Trusts and Estates 

50 East 42nd St., New York 17 
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Individuals seeking positions in trust 
departments may have free listing 
(maximum seven lines). Responses 
to listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding. 


June graduate, Univ. of South Dakota, 
seeks position in trust department on 
West Coast. Married, veteran, 29, three 
years as Special Agent, Army Counter 
Intelligence Corps. Member of Law Re- 
view editorial staff and Appellate Moot 
Court Team. 63-2. 

Attorney, Harvard ’49, 12 years inten- 
sive experience in drafting and adminis- 
tering trusts, estate planning, seeks posi- 
tion with established trust department, 
preferably West Coast or Northeast. 63-3 


Investment analyst, 42, fifteen years 
broad investment and advisory experi- 
ence. Desires responsible bank or trust 
position. Now in Midwest but willing to 
accept promising situation elsewhere, 63-5 

Position of assistant trust officer in 
trust and estate administration in me- 
dium size trust department desired. Pres- 
ently supervisor of Tax Division, four 
years experience, age 35. Also accounting 
and business background. 63-6 

June law graduate desires trust work 
or position requiring travel. Single with 
no military limitations. Geographical lo- 
cation of no significance. Complete re- 
sume available upon request. 63-7 


Trust officer, background of 20 years 
trust work, ten as executive head of de- 
partment. Fully qualified estate analyst- 
Federal estate tax, business development 
and complete administration of trust de- 
partment. Age 52. Will relocate. 64-4 


Assistant trust officer, 32, desires posi- 
tion as number two man in growing de- 
partment in charge of operations and 
personal trust administration. Seven 
years extensive experience in large de- 
partment. 64-5 

Experienced investment man available. 
Presently security analyst with multi- 
million dollar endowment fund. Previous- 


———. 


ly with leading southwest bank in trust 
and bond department. M.A. Economics, 
Age 41. Will relocate. 64-6 


Investment analyst. Top-level S.E.C,, 
Government and Wall Street experience. 
College teacher; economist; statistician, 
Age 47, will relocate. 64-7. 

Experienced sales personality. Severa] 
years background of new business promo- 
tion, using estate analysis approach, 
with highly regarded trust company in 
Boston. Would make valuable addition 
to progressive trust department. Seeking 
to expand. 64-8 

Attorney, young, currently serving in 
estate planning capacity with N.Y. Stock 
Exchange firm, experienced in _ taxes, 
trusts, wills, investments. Seeks personal 
trust department or other estate plan- 
ning opportunity, New York or West 
Coast. 64-9 

Trust executive, 41, member New York 
Bar, presently second officer in 50 mil- 
lion department with wide responsibil- 
ity. Over 13 years experience in all 
phases trust work. Desires position as 
head of substantial trust department. 
64-10 


Trust officer, 38, currently head of | 





WANTED 
TRUST OFFICER 


Qualified Administrator to head 
growing Trust Department in 
Southeastern Bank. 


H-64-13, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST ADMINISTRATIVE 
OFFICER WANTED 


Outstanding opportunity for man, in 30's, 
with minimum six years general adminis 
trative experience and a liking for people 
and selling. Knowledge of fiduciary taxa 
tion, property law and tabulating proce 
dures desirable. Present opening good, po 
tential even better. Send resume, salary re 
quirements to: 
Personnel Department 
National Bank of Westchester 
P. O. Box 1072, White Plains, N. 7. 
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trust department in small bank, 12 years 
experience in trust and estate adminis- 
tration. ‘axes, investments, stock trans- 
fer. De-ires to become associated with 
Florida sank. 64-11 

Attorney, 35, presently with reputable 
jaw firm. Substantial estate planning 


and probate experience. Seeks affiliation 
with trust department or insurance com- 
pany. Will relocate. 64-12 


A 2 A&A 


MERGERS, NEW TRUST POWERS 
CHANGE OF NAME 
NEW BRANCHES 


San Francisco, Cal. — WELLS FARGO 
BANK and AMERICAN TRUST Co., the 
West’s two oldest banks, merged March 
25th to form WELLS FarRGo BANK AMER- 
ICAN TRUST Co., with combined resources 
of $6,604 million 
and making the 
new bank the elev- 
enth largest in the 
nation with 115 
branches in 15 
northern California 
counties. Senior 
management in- 
cludes: board 





Ransom M. Cook chairman, I. W. 


Hellman;* president, Ransom M. Cook; 
vice presidents and senior trust officers, 
Bradley B. Brown and H. G. King. 





B. B. BROWN 


H. G. KING 


Barrington, Ill. — First NATIONAL 
BANK has changed its title to First Na- 
TIONAL BANK & TrRusT Co. 

Chicago, Ill. — Directors of Harris 
Trust & SavinGs BANK and CHICAGO 





*(Mr. Hellman was originally selected as vice 
chairman but he now fills the spot vacated by 
Harris C. Kirk, who died in the interim. See re- 
port in T&E, Feb. p. 144.) 


NATIONAL BANK have approved merger 
of the two institutions. Kenneth V. 
Zwiener wil continue as president and 
chief executive officer; Stanley G. Harris 
as board chairman; Lester Armour as 
vice chairman; Frank G. Anger as senior 
vice president. The merger is not ex- 
pected to take place until the fall. 

Chicago, Ill. — SouTHMooR BANK & 
TRUST Co. has been renamed GUARANTY 
BANK & TRUST Co. 

Boonville, Ind. — BOONVILLE NATIONAL 
BANK has received trust powers and has 
appointed Charles O. Schaffer as vice 
president, cashier and trust officer in 
charge of the new trust department; K. 
W. Weyerbacher as trust attorney. 
Schaffer was former with CITIZENS Na- 
TIONAL BANK, Evansville, Ind. 

Portland, Bath & Rockland, Me. — 
First NATIONAL BANK of Rockland 
merged into FIRST PORTLAND NATIONAL 
BANK, Portland, under the title First 
NATIONAL BANK of Portland, which also 
purchased BATH TRUST Co. 

Baltimore, Md. — Directors approved 
the name BALTIMORE NATIONAL BANK 
for the consolidation of FIDELITY-BALTI- 
MORE NATIONAL BANK and MARYLAND 
Trust Co. Hooper S. Miles, chairman of 
the board and chief executive officer of 
Fidelity, will remain in that capacity; 
Robert D. H. Harvey, president of Mary- 
land Trust, will become vice chairman 
of the board; and Tilton H. Dobbin, vice 
president of Fidelity, will be president. 

Albert Lea, Minn. — MINNESOTA TRUST 
Co. has changed its location to Austin, 
Mower County. 

Lincoln, Neb. — First NATIONAL BANK 
merged with CONTINENTAL NATIONAL 
BANK under the title First CONTINEN- 
TAL NATIONAL BANK & TRUST Co., mak- 
ing it the second largest bank in the 
state. Burnham Yates is president, and 
A. W. Griffin will remain as executive 
vice president and trust officer. The bank 
will occupy the Continental building. 

Albany, N. Y. — Merger of SARATOGA 
NATIONAL BANK, Saratoga Springs, into 
the STATE BANK of Albany has been ap- 
proved by stockholders, with the former 
becoming a branch of the latter. 

Greensboro, N. C. — Stockholders ap- 
proved merger of GUILFORD NATIONAL 
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BANK into the SECURITY NATIONAL 
BANK. The five Guilford offices will be 
added to the present chain of 19 offices 
maintained by Security in seven North 
Carolina communities. 

Wichita Falls, Tex. — WICHITA Na- 
TIONAL BANK consolidated with First 
NATIONAL BANK under the name of 
FIRST-WICHITA NATIONAL BANK. C. A. 
Nipper is vice president and trust offi- 
cer. 

Sheboygan, Wis. — SECURITY NATION- 
AL BANK has changed its title to SECUR- 
ITY First NATIONAL BANK. 

Montreal, Can. — MERCANTILE TRUST 
Co. has been established with H. E. 
Moquette as president. C. B. Brown, vice 
president; T. B. Ryan, general manager; 
and G. §. Lynch, secretary-treasurer. 

Toronto, Can. — CANADA PERMANENT 
Trust Co. opened a new branch in 
Kitchener. 

Charlottesville & Orange, Va. — Stock- 
holders voted merger of CITIZENS NaA- 
TIONAL BANK of Orange into PEOPLES 
NATIONAL BANK of Charlottesville. 


AAA 
IN MEMORIAM 


St. Louis, Mo. — JOHN J. RABBITT, 
trust officer, MERCANTILE TRUST Co. 

Tulsa, Okla. — M. M. LAWELLIN, sen- 
ior vice president and trust officer, FIRST 
NATIONAL BANK & TrRusT Co. and a past 
president of Oklahoma Trust Companies 
Association. 
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Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation. management and 
conservation of property by 
corporations and non-resident 
individuals. 


They are but one reason why 
Wilmington Trust Company, 
as trustee. handles invest- 
ments for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 

Other reasons, of course, are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the Nation. 
These benefits are available 
to you—and your clients. We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 








Trust Department 
is yours 









The next best thing to having 
your own Trust Department in 
Pennsylvania is to call upon 
ours. We're familiar with trust 
and estate problems peculiar 
to the Keystone State. Our 
experience can save you time, 
money and research. 


PROVIDENT 
TRADESMENS 


Batk and Trust Company 


Seven-eenth and Chestnut Streets 
Philadelphia 3 
LOcust 4-3000 
Ask for Miss Meldrum — Ext. 8182 





Personal Affairs Month 
Held in Detroit 


Selecting the month of March for its 
program, Detroit has just concluded suc- 
cessfully its first Personal Affairs Month 
program. Activities reached beyond the 
city itself to include neighboring com- 
munities. A proclamation inaugurating 
the four-week emphasis on personal af- 
fairs was read by the mayors of Detroit, 
Dearborn, Harper Woods, Livonia, Roy- 
al Oak and Wyandotte. 

The project started as a civic affair 
activity of the Detroit Life Underwriters 
Association, with Robert Phillips, 
C.L.U., as chairman and Austin A. Kan- 
ter, C.L.U., as co-chairman. After thor- 
ough discussion, the Detroit Clearing 
House Association and the Wayne Coun- 
ty Chapter of the Michigan Association 
of Certified Public Accountants agreed 
to co-sponsor the program with the life 
underwriters. The banks were represent- 
ed by the following presidents: A. J. 
Fushman, Manufacturers National Bank; 
Raymond T. Perring, Detroit Bank & 
Trust Co.; Henry T. Bodman, National 
Bank of Detroit; Howard P. Parshall, 
Bank of the Commonwealth; John C. 
Hay, Michigan Bank; and John H. 
French, Jr., City Bank. The Detroit Bar 
Association felt that PAM was not with- 
in the scope of Association activities. 

Each of the major Detroit dailies ran 
articles about PAM in the editorial and 
women’s pages. Radio stations used 
taped interviews and spot announcements 
and the latter were used also by several 
of the service clubs. The three-minute 
spots explained what PAM is and stimu- 
lated interest with some actual recent 
cases . . . “An average person died in 
Cincinnati leaving $4,117. His heirs paid 
out in taxes and other costs $1,066 — 
better than 25% ... An average person 
in Pittsburgh died leaving $15,406. His 
heirs paid out $5,998 — 40% of an 
average person’s estate . . . Here in De- 
troit, 3 years ago, a total estate of $550,- 
000 was faced with settlement costs of 
$179,000 — one third! The estate had 
only $40,000 of cash available. Where 


did the rest come from?” 


Leaders of the 


*ersonal 
Affairs Month program 
in Detroit. Left ‘o right: 
Ruth E. Barringer, map. 
aging director, ‘etrojt 
Life Underwriters Ago. 
ciation; Mayor | ouis ¢. 
Miriani; Arthu:  Fush. 


man, president, ‘ianufae. 
turers National Bank: 
Austin A. Kanter, C.LU. 
chairman, Personal Af. 
fairs Month; and Jay Se. 
groves, president. Detroit 
Chapter CPAs, 


Speakers on personal affairs planning 
were invited to address more than thirty 
metropolitan Detroit service clubs in the 
course of the month. Leaders of the var. 
ious participating groups estimate that 
this year’s successful program will be 
the forerunner of many more of these 
annual events, 

The effective impact of Personal Af. 
fairs Month in Detroit, and the well- 
planned activities in other communities 
that are scheduled for May, offer realis. 
tic fulfillment of the dream of Horace 
E. De Lisser, life underwriter in Free- 
port, N. Y., who gave birth to the idea 
in 1956 (T&E, Aug. °56, p. 693). It is 
of interest to note than ten years earlier 
Trusts AND Estates published an arti- 
cle (Oct. ’46, p. 389) by Probate Judge 
Benjamin S. De Boice of Springfield, IIl., 
in which he advanced the notion of a 
National Estates Week. Today the Per- 
sonal Affairs Institute of America, Inc., 
of which Mr. De Lisser is president, is a 
living organization which has already 
brought about wide benefits to the pub- 
lic as well as to the life underwriters, at- 
torneys, accountants and trustmen who 
provide the needed guidance. 

A A A 
Bankers Trust Retirement 
Study Highlights Trends 

Pension plans of American industrial 
corporations have liberalized pension 
benefit and the qualifications for a re- 





tirement pension during the past four | 


years, In addition, more and more con- 
panies are allowing employees who 
leave their service prior to normal re- 
tirement age to retain their right to a 
pension at age 65. 

These, and other significant trends, 
are highlighted in the “1960 Study of 
Industrial Retirement Plans” published 
(just as this issue was going to press) 
by the Pension Trust Division of Bank- 
ers Trust Co., New York, which analyzes 
new plans and revisions made in estab- 
lished plans of large employers during 
the period from early 1956 to 1959. 
This seventh of a series of studies that 
dates back to 1944 will be more fully 
noted in the next issue. 


TRUSTS AND ESTATES 





ne In Minnesota... call on Northwestern 
rt National Bank when you need competent 
2 banking and fiduciary services. 
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Florida Trustmen Elect Hinze 


At the annual spring meeting of the 
Trust Division of the Florida Bankers 
Association. held March 24 at Jackson- 
ville with approximately 75 in attend- 
ance, the following officers were elected 
for the coming year: Richard C. Hinze, 
vice president and senior trust officer, 
Palmer First National Bank and Trust 
Co. of Sarasota, 
Chairmen; Clifford 
M. Hames, vice 
president and trust 
officer, First Na- 
tional Bank of Or- 
lando, Vice Chair- 
man; and John H. 
Wells, vice presi- 
dent and trust off- 
cer, Commercial Bank and Trust Co., 
Ocala, Secretary. 

Chairman Walter Wrase, trust officer, 
First National Bank in Fort Lauderdale, 
presided over the session. High points of 
the meeting were the reports of the Leg- 
islative Committee who were successful 
in their efforts sponsoring legislation in 
the 1959 session of the Florida Legisla- 
ture. One particular piece of legislation 
Was a “pour over statute.” 

The Operations Committee reported 
its progress to date on the Trust Divi- 





R. C. HINZE 











PROPERTY 
IN CANADA 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 
property in 
Canada. 

Enquiries Invited 
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sion’s new Trust Training School to be- 
gin its first full week session at the 
University of Florida June 12-18. The 
school is limited to 75 students with first 
priority given to Florida trustmen. It 
is intended to cover a 3-year period with 
a week’s session each year. It was estab- 
lished to fill the need for training of 
the lower echelon of the trust depart- 
ment staff and will be conducted with 
instructors generally being chosen from 
prominent trust departments of the state. 

Of special note is the fact that an in- 
creasing number of trustmen are bring- 
ing senior officers and board members 
of their banks to these meetings which 
indicates the enlarged stature the trust 
business is taking in commercial banks. 

The fall meeting of the Trust Division 


will be held in Sarasota, November 
10-11. 

A A A 
LAND BANKS 


(Continued from page 352) 


The act further provided for forma- 
tion of the Federal Farm Mortgage Cor- 
poration, an agency to issue its own 
government guaranteed bonds. It re- 
quired this corporation to either pur- 
chase Land bonds when public sale was 
not possible because of a poor bond 
market or to exchange its bonds (which, 
because of government guarantee were 
more readily marketable) for Land Bank 
bonds. The Land Banks could then use 
the Federal Farm Mortgage Corpora- 
tion’s bonds by converting them into 
cash or using them in place of their own. 

During the 1930’s and early 1940's, 
many Farm Loan Associations also be- 
came insolvent or impaired. Of 3484 
National Farm Loan Associations on 
January 1, 1943, 2000 had some im- 
pairment in capital stock and more than 
one-half were insolvent. The Land Banks 
stepped into the breach and paid the 
Farm Loan Associations sufficient funds 
to discharge claims of the Associations’ 
former stockholders who had paid off 





New trust accounting facility installed at 


Union Trust Co., St. Petersburg, Fla., known 7 
as the Data Processing Center, is equipped | 
with nine IBM units which process the trust | 


department’s records and transactions auto- 
matically. Some of the functions the equip 
ment.can perform are: calculating and re 
cording bond interest and dividends collat. 
ing, selecting and sorting record cards in 
sequence and printing of statements and 
reports of individual accounts. Shown view. 
ing one of the units, a card sorter, are 
Robert W. Cohoe, (left) vice president and 
senior trust officer, and Dean C. Houk, vice 
president and trust officer. The new facility 

is valued at approximately $90,000. 








their loans but had not been paid in 
full for their stock. The Land Banks 
also cancelled the matured indebtedness 
owed them by the Farm Loan Associa- 
tions and established credits for these 
associations to absorb forseeable losses. 

While the entire $125 million ad- 
vanced by the Secretary of the Treasury 
to aid the Land Banks during the 1932. 
33 collapse of real estate value has been 
repaid, it can again be subscribed as 
capital stock by the Treasurer should it 
ever be needed; it is in reality a con- 
tingent liability of the Government. This 
is not true, however, of the $190 mil- 
lion subscribed by the Treasurer for the 
purpose of deferring payments. All this 
paid-in surplus has been paid back to 
the Treasury and cannot again be sub- 
scribed without authorization from Con- 
gress. 

(To be continued ) 
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ON THE PUBLICITY FRONT 


Newspaper & Magazine Advertising 


“Which amount of taxes will your es- 
tate pay? asks Ken Nakamura in an 
ad of Hawaiian Trust Co., Lid., Honolu- 
ly. Ken is pictured holding two money 








HAWAIIAN TRUST AT WORK 


7 160,000 


ESTATE 








bags representing taacs that might be 
paid on a $160.000 estate. One is mark- 


- ed “Taxes — $21,740” and the other 


“Taxes — $3.200.” The text discusses 
estate planning, gives the names of men 
to phone for an appointment and, as 
alternative, provides a check list asking 
for information which can be marked 
and dropped in the mail. 

“Soup, Snails & Securities” are 
brought together in a most unusual ad 
being run in magazines by First Nation- 
al City Trust Co., New York. It features 
the photograph of a married couple en- 
joying an evening in town and dining 
“at one of New York’s fine restaurants.” 
The connection with securities lies in the 
statement that “Unworried leisure is an 
essential ingredient in the art of good 
living” and in this case it has been ob- 
tained because “We manage their securi- 
ties in an Investment Advisory Ac- 
count.” 

“What lies ahead?” asks an ad of 
Fort Worth National Bank. A view down 
along stretch of railroad track attracts 
the reader’s attention and the tracks are 
projected below to embrace the text 
which notes that “You may acquire 
many and varied assets as you move 
along” but cash will be needed at estate 
settlement time and life insurance is the 
Way to get it. 

“The Best Investment” for today and 
the years to come, according to a recent 
ad of Fidu tary Trust Co., New York, is 


} Mm investrient in good and continuous 


investment management.” The point is 


ApriL 196: 





emphasized by the direct question and 
answer method employed in the ad and 
by effective use of large, boldface type. 

“Is he outgrowing your plans?” in- 
quires an ad of First National Bank, 
Denver, picturing the lower legs and 
feet of a boy with an obvious gap be- 
tween the bottom of his blue jeans and 
the top of his ankle socks. “How long 
has it been since you took a good look 
at your plans for his future? Now is 
the time to review your situation .. .” 

“Music Lessons? Yes . . . but have 
you thought of everything else?” With 
this inquiry, and a picture of the boy 
having his violin lesson, First National 
Bank, Omaha, comments that the reader 
has worked hard “to give your young- 
sters every advantage” but may not have 
worked as hard to give them “the ad- 
vantage of a well-planned estate.” “Look 
around you. Some of these people have 
probably never made a will, have prob- 
ably never considered the problems 
which can arise from being without a 
will.” The ad pulls from the standpoint 
of common sense plus an appeal to the 
man who is ambitious and thinks of 
himself as being a little keener than his 
acquaintances. 

“Who Me? What do I need with a 
lawyer or a will?” So speaks the young 
man in the ad from Central Trust Co., 
Cincinnati. “A good many people have 
the idea that wills and lawyers are 
strictly for “rich uncles” and “wealthy 
aunts.” What possible concern could 
they be to the average young business 
or professional man just getting started 
or just beginning to accumulate an es- 
tate?” The text, of course, answers this 
question effectively. 

“Our recipe for successful investing,” 
according to an ad of County National 
Bank, Middletown, N. Y., consists of the 


following: “Sift hundreds of market re- 
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Over the years 


our Trust Department 


has used this recipe, 
with good results, 
for many men and 
women in this area 
May we put our 
investment advisory 
e e 
service to work 
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ports (dry); blend in judgment; season 
with experience; watch constantly.” 

“The future is beyond the horizon. . .” 
observes an ad of Mercantile-Safe De- 
posit & Trust Co., Baltimore, picturing a 
youngster perched on a rail fence and 
gazing across the distant mountains. 
“Today is what counts to them (the 
children) .. . Today is the time for you 
to give thought to their protection in 
the years to come...” 

“You are not average, we hope,” com- 
ments an ad of Commerce Union Bank, 
Nashville, superimposing the words on 
the shadowy figures of six men. “The 
average person dies without a will.” The 
text advises the reader to see his at- 








STATEWIDE FIDUCIARY SERVICE 


available to you 
and your customers 


FIRST 


NATIONAL BANK 
of NEVADA 





381 

















torney right away because “The average ES 
life expectancy is increasing, but if 
that’s why you have postponed making 
your will, you are tempting fate, for the Dt 
average person dies without a will. Cop- Ge 
ies of the ad were sent to attorneys with “ah 
a covering letter which said in part, “We bls f 
hope that you are able, from time to | he c 
time, to trace a client to these advertis- | 
ing efforts of ours . . . When you be- ae 
lieve that we can help you in working ime 
out a client’s estate problem, we shall be M 
happy to cooperate.” ow 
Booklets * 
A unique business booklet is now be- : | : a 
mine published ok bi-monthly hasie by At Women’s Forum conducted by Bank of Delaware in Wilmington, Mrs. Lucy B. Henso Bi 
Harris Trust & Savings Fank, Chicago. js shown addressing the group while vice presidents A. Cleaver Bolton and leony # Hart 
The 8-page first issue of “Women’s Busi- Wortz, and trust officers George A. Reece and Walter E. Mock look on. M 
ness quotes the trust department re- trust 
garding a recent court decision against York —— caters to a widespread and con- _ tables of potential tax savings. They are Co. 
the deductibility of the cost of lost or tinuing interest in this subject. The cur- arranged for selected sizes of estates 7 
damaged household items, gives a mar- rent printing is the tenth and represents from $100.000 to $1,000,000 and ac. Qor 
keting report, instructions for balancing — the third revision, reflecting changes in cording to three different plans: estate ?, 
a checkbook. comments on teen-agers administrative rulings and interpreta- left outright by husband to wife and by) Don 
using charge accounts, a short article by _ tions and judicial decisions since the last _ her to the children; estate lefi in a trust Banl 
Chicago Tribune columnist Ruth Mac- _ revision. that does not qualify for the marital x 
Kay, and an introduction to women cus- “How a New Will May Save a Large deduction: estate left in two trusts, one a 
tomers and friends. Amount for Your Family” — a four — of which qualifies for marital deduction, Nati 
“Timing the Exercise of Employee page folder distributed by First National 5 
Stock Options” — a 20-page booklet Pank, Atlanta, because “right now taxes Forums CL. 
published by /rving Trust Co., New are foremost in our minds” — contains A Personal Finance Forum for N 
ae in nal lial - ________ Women on the Tuesdays in Februan E 
was sponsored by the Career Advance-} Pen 
ment Committee of the Business and L 
Professional Women’s Club of Rich-} irus 
mond. “Wills and Estate Planning” was} L 
the subject of Henry W. Brockenbrough.| — ( 
trust officer. and “Investments” were dis-} Am 
cussed by Joseph A. Jennings. vice pres. P 
ident, both of State-Planters Bank oj A 
Commerce & Trusts. The banking sys cam 
tem was described and a film presented atto 
by George W. McKirney, Jr., bank rela ants 
tions and public information officer of life 
the Federal Reserve Rank of Richmond. the 
Two forums were conducted in March) “i 
by Bank of Delaware, Wilmington. The, ™ 
first, for women, featured a panel dis}, ™ 
: Located off the Atlantic Coast on the Golden Isles of cussion by officers of the trust depart} 5°" 
f2 Georgia—enjoy a myriad of seaside activities ment on “Practical Problems Related to Citi 
_ ++. ocean bathing, fishing, boating, sunning. Wills. Trusts and Estates.” At the sec- al 
Private pool. Skeet shoots. Outdoor dancing ond, sponsored by the DuPont Club. Vic 
and entertainment. Cuisine. Fascinating ac- ‘ ; Sec 
commodations. Club-like atmosphere. Riding three of the officers spoke respectivel . 
trails. Yacht Club. Golf course. Everything to on “Why a Will?”, “How you can save > 
make you enjoy your vacation. money by planning your estate” and 
“The naming of an executor to settle 
Write today. the estate.” 
A A A Est 
sin 
e Joseph A. Anderson has been named) og 
vice president and A. Vincent Desider,— 
secretary. of The Merrill Anderson Com- 


. - sm SUI 
pany, Inc., New York City advertising ¢ Bu 


agency specializing in bank and trust 
advertising. 
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During 1959 the Estate Planning 
Council movement continued to spread, 
as shown in the following list of coun- 
cils formed in the past with the name of 
the current president: 

Birmingham, Ala. — Wilmer S. Poy- 


nor, Jr., C.L.U., New York Life Insur- 


ance Co. 


Montgomery. Ala. — Fontaine M. 

| Howard, Esq. 
Orange County, Cal. — James Beam, 
assistant trust officer, First National 


» Bank of Orange. 


Broward County, Fla. — Alfred D. 
Harrington, Jr., C.P.A., Fort Lauderdale. 

Melbourne, Fla. — Paul C. Schmitt, 
trust officer, Bank of Melbourne & Trust 
Co. 

Hammond, Ind. — John Hinton, Jack 
Ogren & Co. Inc. 

Pioneer Valley, Mass. — Arthur W. 
Donahue, trust officer, First National 
Bank of Northampton. 

Kansas City, Mo. — Gerald M. Lively, 
vice president and trust officer, City 
National Bank & Trust Co. 

Springfield, Mo.—Stephen Schneider, 
C.L.U. 

New York, N. Y. — David Stock, Esq. 

Erie, Pa. — Robert D. Griewahn, 
Penn Mutual Life Insurance Co. 

Lancaster, Pa. — William H. Hoke, 
trust officer, Fulton National Bank. 

Lycoming County, Williamsport, Pa. 
— Carl H. Hall, Jr., C.L.U., Continental 
American Life Insurance Co. 

Puerto Rico — Tomas I. Nido, Esq. 

A new Council at St. Petersburg, Fla.. 
came into being on March 8 when 10 
attorneys, 12 stock brokers, 6 account- 
ants. 8 banking and trust men, and 12 
life underwriters assembled to organize 
the St. Petersburg Estate Planning Coun- 
cil. Each group will have charge of one 
meeting per year. Officers elected for the 
initial season are: Pres. — J. T. John- 
son, vice president and trust officer, 
Citizens National Bank; Exec. Vice Pres. 
Fa Soren D. Neilson, investment broker; 
Vice Pres. — Jack C. Dew, attorney ; 


| Sec. — Jack L. Collins, C.P.A.; Treas. 


—L. E. Connor, life underwriter. 
Reports on March meetings follow. 
Birmingham, Ala. — Three regular 


_ monthly meetings have been held by the 
| Estate Planning Council of Birmingham 
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| Bank; 2nd Vice Pres. — James H. Faulk- 


' Since its formation effective January 1. 
named - 


Officers for the current season are: Pres. 
~— Wilmer Poynor, New York Life In- 
surance Co.: Vice Pres. — Plato S. 


Burton, trust officer. First National 





ESTATE PLANNING COUNCIL ACTIVITIES 


ner, attorney; Sec.-Treas. — James Corr. 
C.P.A. 

Central Arizona (Phoenix) — On 
March 7 Charles H. Reed, C.P.A., of 
Los Angeles discussed “Private Annui- 
ties —- A Useful Tool.” 

Southern Arizona (Tucson) — On 
March 21 “Pseudo Corporations” — 
with emphasis on their tax consequences 
— were discussed by a panel consisting 
of Robert S. Elliott, trust officer, Bank 
of Douglas, moderator: Richard R. Fish 
and John L. Donahue, Jr., attorneys; 
and Elmer Thierman, C.P.A. In addi- 
tion, Clark Kennedy, an attorney mem- 
ber of the Council, reported on the arti- 
cle “Coordinating Insurance and _ the 
General Estate” from the September 
1959 issue of TRUSTS AND ESTATES. 

Bakersfield, Cal. — On March 23 Carl 
A. Stutsman, Jr., Los Angeles attorney, 
spoke on “Buy and Sell Agreements — 
Funded and Unfunded.” Officers for the 


current season are: Pres. — William T. 


Baldwin, C.L.U.; Vice Pres. — Joe Mc- - 


Cown, C.P.A.; Sec.-Treas. — Lafayette 
Banes, attorney. 

East Bay (Oakland, Cal.) — A panel 
program on March 14 discussed “Profit 
Sharing Trust Covering General and 
Administrative Problems and the Pos- 
sible Use of Life Insurance.” This was 
followed on March 22 by an open forum 
discussion led by Pat Jennings. 

Southern California (San Diego) — 
Charles H. Reed, C.P.A. at the Los An- 
geles office of Arthur Anderen & Co., dis- 
cussed “The Use of Private Annuities in 
Estate Planning” at the March 21 meet- 
ing. 

San Francisco, Cal. — On March 2 
“Family Company Bail-Outs” was dis- 
cussed by James Moore, assistant trust 
officer, American Trust Co., and Robert 
E. Rose, assistant manager, San Fran- 
cisco office, Connecticut General Life In- 
surance Co. Both men are attorneys. 

Santa Clara County, Cal. — On March 
21 Mr. Rose also addressed this Council 
on the subject of “Pension and Profit 
Sharing Plans for Small Closely Held 
Businesses.” 

Denver, Colo. — On March 2 Robert 
K. Sands, Dallas attorney, spoke on “In- 
come Taxation of Estates.” 

Connecticut — On March 30 the An- 
nual Joint Mid-Winter Institute of the 
Council and the Junior Bar Section, 
State Bar Association of Connecticut, 
was held in Cheshire. 

In the afternoon a panel, moderated 
by Carl W. Neilsen, chairman of the 


Junior Bar Section, discussed “Pension 
and Profit Sharing Plans for Small Busi- 
nesses.” Panel members covered individ- 
ually assigned topics as follows: Insured 
Pension Plans — James C. Wriggins, 
assistant counsel and administrator of 
employee benefit plans, Mutual Benefit 
Life Insurance Co., Newark; Trusteed 
Pension Plans — B. Frank Patton, vice 
president in charge of pension admini- 
stration, Morgan Guaranty Trust Co., 
New York; Profit Sharing Plans — E. 
A. Starr, assistant agency vice president 
in charge of advanced sales, Connecti- 
cut Mutual Life Insurance Co., Hart- 
ford; Legal and Tax Aspects — John 
H. Riege, Hartford attorney. 

The evening program featured Yale’s 
professor James W. Fesler who spoke on 
“The Politics of 1960.” 

New Haven, Conn. — On March 7 
Paul Sloan, C.P.A. spoke on “Evalua- 
tion of a Closely Held Business Interest.” 

East Coast, Florida (Palm Beach) — 
On March 23 Samuel J. Foosaner, New- 
ark, N. J., attorney and Federal tax edi- 
tor for TRUsTs AND Estates, spoke on 
“Helping the Client Solve His Tax Plan- 
ning Problems.” 

Northeast Florida (Jacksonville) — 
On March 17 W. K. Carson, C.P.A., of 
New York, spoke on “The Use of Trusts 
in Estate Planning.” 

Southeast Florida (Miami) — On 
March 22 “Investments for Estate Plan- 
ning” was the topic of a panel that in- 
cluded Edward F. Swenson, senior vice 
president, First National Bank, and Al 
Seaber, resident partner of Goodbody & 
Co. The speakers covered lifetime invest- 
ments as well as fiduciary investments 
after death of the trustor. 

Hawaii (Honolulu) — On March 24 
Pope Moseley spoke on “Presenting the 
Estate Plan.” 

Chicago, Ill. — On March 10 Rene 
A. Wormser, New York attorney and 
author, spoke on “Personal Estate Plan- 
ning in a Changing World.” 

Fort Wayne, Ind. — On March 7 a 
panel moderated by Eugene Bingham 
presented “New Ideas in Life Insurance 
for Estate Planning.” 

Indianapolis, Ind. — On March 17 
the council was entertained by a dra- 
matic presentation entitled, “The Un- 
planned Escape or Cooperation on a 
High Professional Plane.” The cast of 
characters included: R. Niven Stall, cli- 
ent; Henry J. Pierce, insurance coun- 
selor; Ted Lewis, attorney-at-law; Ted 
Davis, trust officer; and Dick Jackson, 
accountant. 

Des Moines, lowa — On March 7 
Charles E. Deuben, co-manager of Lam- 
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son Bros., spoke on “Stocks and Estate 
Planning.” 

Boston, Mass. — On March 21 Wil- 
liam L. Spencer, LL.B., C.L.U., Youngs- 
town, Ohio, representative of Equitable 
Life Assurance Society, spoke on “Sell- 
ing the Small Pension Case.” 

Detroit, Mich. — Officers elected for 
the ensuing year are: Pres. — George 
W. Rutz, trust officer, Manufacturers Na- 
tional Bank; Vice Pres. — Clyde Man- 
ion, Equitable Life Assurance Society; 
Sec. — Edgar B. Galloway, vice presi- 
dent and trust officer, National Bank 
of Detroit; Treas. — Lillian G. Hogue, 
C.L.U. 


St. Louis, Mo. — On March 28 Nic- 
kolas Oglesby, assistant superintendent 
of agencies, Lincoln National Life In- 
surance Co., spoke on “The Importance 
of Business Insurance in Estate Plan- 
ning.” 

Eastern New York (Troy) — On 
March 8 Elmer Nicholson, second vice 
president, Connecticut General Life In- 
surance Co., spoke on “Common Court- 
esies.” 

Charlotte, N.C. — On March 21 Nor- 
man A. Wiggins, associate professor of 
law, Wake Forest College School of Law, 
spoke on “North Carolina’s New Intest- 
ate Succession Act.” 
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CONDENSED STATEMENT OF CONDITION, MARCH 31, 1960 





Cash on Hand and in Banks 

United States Government Securities 
State, Municipal and Other Securities 
Stock of the Federal Reserve Bank 
Loans and Discounts . 

Bank Premises 

Other Real Estate 

Other Assets 


Capital Stock . 2. . 1 ts et 
Surplus ... . 
Undivided Profits . 


DEPOSITS 
Commercial and Savings 
Estates and Corporate Trust 


Accrued Taxes, Interest, etc. 
Other Liabilities 





COMMERCIAL * 





a 


ASSETS 


LIABILITIES 
$ 22,500,000.00 


$1,240,406,564.01 
36,883,816.24 
Total Deposits 1,277,290,380.25 
cP et oe ae 11,739,248.80 
4.875,655.53 
$1,413,576,184.44 


United States Government Securities carried at $109,012,643.40 are pledged to secure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 





Assets are shown NET after deducting Valuation Reserves. 


f Ohio’s Largest Bank \ 
welcomes individuals and corporations 
seeking new or additional banking services. 


70 CONVENIENT OFFICES 


Northern Ohio: 
Painesville @ Willoughby @ Bedford @ Solon @ Berea 
Lerain and 
Everywhere in Greater Cleveland 
SAVINGS * 


Largest branch banking system between New York and California 
707,954 DEPOSITORS 
Member: Federal Deposit Insurance Corporation 


$ 220,943,053.08 

248,606,043.27 

96,835,191.80 

3,000,000.00 

832,873,268.97 

4,100,022.42 

+ + ee & S 1.00 
a a ae ae 7,218,603.90 
$1,413,576,184.44 





77,500,000.00 
19,670,899.86 


Capital Funds 





$ 119,670,899.86 
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Federal Reserve System 
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Fargo-Moorhead, N. D. — ( March § 


14 Harold Uehling. trust offic -r, Fizy § 
National Bank & Trust Co., Far 0 spoke 
on “Gift Taxes.” 

Cleveland. Ohio — On \ arch 10 


members of the Cleveland S clety of F 





Estate Analysts were invited to join the | 
Council for a panel discussion of “Pog | 
Mortem Estate Planning.” The panel, | 


moderated by Laurance W. McDougall, | 
C.L.U., of Mutual Benefit Life {nsurance | 
Co., included Charles W. Landefeld and) 
Richard Katcher, attorneys, Robert ¢. 
Skinner, C.P.A., and John Butala, Jr. 
vice president, Cleveland Trust Co. | 

Dayton, Ohio — On March 29 Say) | 
A. Wilchins, consultant for advanced | 
underwriting, New York Life Insurance| 
Co., spoke on “The Field of Estate Con. 
servation.” 

Mahoning - Shenango Valley (Ohio. 
Pa.) — On February 18 in Youngstown 
the council heard B. J. Addelson. Cleve. 
land attorney. on “Sub-Chapter “S” 
Corporations.” Officers for the current 
season are: Pres. — Clarence J. Strouss. 
Jr., Northwestern Mutual Life Insur. 
ance Co.: Vice Pres. — Ray C. White, 
Penn Mutual Insurance Co.: Sec. — 
Donald E. Miller, assistant trust officer, 
Union Savings & Trust Co.. Warren; 
Treas. — William G. Barth. C.P.A.. of 
Youngstown. 

Bucks County, Pa. — On March 302 
panel discussion centered on solutions 
for estate problems presented at the pre- 
vious meeting. 

Lycoming County, Pa. — On March 
16, A.M. MeNickle, vice president, Pitts 
burgh National Bank, spoke on “Hedg- 
ing the Hidden Tax — Inflation.” 

Pittsburgh, Pa. — On March 14 Jos 
eph G. Robinson, Pittsburgh attorney. 
spoke on “How to Get Your Money out 
of a Close Corporation.” 

Rhode Island — On March 28 E¢- 
ward B. Sullivan, Jr., superintendent of 
advanced underwriting, Massachusetts 
Mutual Life Insurance Co.. spoke on 
“Our Duty to the Small Businessman.” 

Dallas, Texas — On March 10 Jack E. 
Rawles, second vice president. Lincoln 
National Life Insurance Co.. spoke om 
“The Role of Business Insurance in Es 
tate Planning.” 

El Paso, Texas — On March 15 Leon- 
ard A. Goodman, Sr., genera! agent for 
John Hancock Life Insurance Co.. spoke 
on “Retrospection in Estate Planning. 





Recent developments in estate problem: f 


were discussed by William Deffebach. 
San Antonio, Texas — On 
Rupert Gresham, San Antonic 
spoke on “The Use of the Marital De 
duction Trust in Estate Planning.” 
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"STATES 


QU’ TES FROM ANNUAL BANK REPORTS* 


Union National Bank, Lowell 

The increasing use of our Trust De- 
partment services shows that more and 
more individuals and businesses recog- 
nize their value and have confidence in 
the department. 


Pittsfield National Bank 

Department had continued growth in 
accounts and in asset value. Total funds 
had a book value at year end of nearly 
$21,000,000. Many individuals, appointed 
the Bank executor and trustee, and many 
have taken advantage of our Investment 
Management Service. 


Third National Bank & Trust Co., 
Springfield 

Our Trust Department opened 66 new 
accounts, including 13 agencies, with an 
asset value of over $5 million, increasing 
book value of total trust assets by about 
10%. We have also 21 new insurance 
trusts with policies having a face value 
of over $1,400,000. This phase of our 
trust business has shown a continuous 
increase over the past several years. 


Valley Bank & Trust Co., Springfield 

Total resources as trustee, executor, 
administrator, etc., amounted to $44,- 
304,528, in increase of $5,824,033. Agency 
assets totalled $11,206,834 or $1,826,908 
more than a year ago. 


Worcester County National Bank, 
Worcester 


The steady improvement in the earn- 
ings of the Trust Department reached a 
new high. This is noteworthy, as opera- 
tions of the Department have encoun- 
tered time-consuming Probate Court pro- 
cedural difficulties resulting from our 
conversion to a national bank. At year 
end the Department had assets of over 
$70,000,000, as compared with $67,000,- 
000 in 1958. In addition, the Agency Di- 
vision had under management or custody 
in excess of $87,000,000 (compared to 
$85,000,000 in 1958). 


Detroit Bank & Trust Co. 


Income increased sharply .. . Living 
trusts and agency accounts gaining in 
popularity .. . Two new Common Trust 
Funds — one a Fixed Income Trust and 
the other an Equity Trust — were estab- 
lished for investment of small and 
medium-sized pension and profit sharing 
trusts . 


Manufacturers National Bank, Detroit 


Best year . . . Immediate income busi- 
hess set new record .. . Common Trust 
Fund completed its sixth full year of 
successful operation . . . The Pooled In- 
vestment Fund created in 1957 (for em- 





*This continues the quotations about trust depart- 
Ment operations in 1959, tabulated in the February 
issue at p. 148 and followed in March at p. 262. Re- 
Ports received subsequent to that tabulation will be 
covered in later issues. 
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ployee benefit accounts) has more than 
measured up to expectations . . . Con- 
tinued to enjoy cordial relations with 
members of the Bar, life underwriters 
and accountants... 


National Bank of Detroit 


Appreciable gains in number of ac- 
counts and wills ... Assets and earnings 
increased substantially ... 


Genesee Merchants Bank & Trust Co., 
Flint 

New records in number of accounts 
(increased 20%), value of assets (up 
8%) and number of wills on deposit (up 
23%). Department now has 12 em- 
ployees including four trust officers... 


City Bank & Trust Co., Jackson 


Assets increased 10.5% and operating 
income 11.1% ... The Common Equity 
Trust and Common Fixed Income Trust 
(for pension and profit sharing trusts) 
both showed vigorous growth... 


First National Bank & Trust Co., 
Kalamazoo 


Growth has required increasing the 
staff over the past five years from 15 to 
35 people... 


Union National Bank, Marquette 

Trust Department growth continues 
at a rate comparable to that of the bank 
itself ... An increasing number of new 
wills name the bank as executor and 
trustee... 


Northwestern National Bank, Minneapolis 

New records were established in gross 
income, net earnings and new business 
. . . The Common Trust Funds for per- 
sonal as well as pension and profit shar- 
ing trusts have had steady growth, at- 
testing to the need for and practica- 
bility of this type of investment vehicle. 


American National Bank, St. Paul 


The greatest amount of new business 
came from new pension and profit-shar- 
ing accounts ... Potential new will and 
trust appointments were 125% greater 
than the total amount heretofore placed 
of record... 








Growth in number of Active Trust 
Accounts at Deposit Guaranty Bank 
& Trust Co., Jackson, Miss. 

Year Accounts 
1950 103 
1951 134 
1952 Parra o 165 
| a eA ea DS se 210 
| amen 365 
Lace ee 481 
1956 _. ee 
ee 
NI oe 844 
en 8s 1,010 











Personal Trust Department Statement 
of Second Bank-State Street Trust Co., 
Boston: 

(Book values to nearest dollar on December 31, 


1959; Bold face figures as of 1958.) 
As EXECUTOR AND TRUSTEE: 


Assets 
Stocks and Bonds __.__ $420,529,548 
$375,115,842 
Loans on Real Estate - 382,414 
412,386 
Notes - 1,290,821 
1,252,268 
Real Estate 3,353,067 
2,890,449 
Deposits 17,436,851 
16,640,109 
$442,992,702 
$396,311,053 
Liabilities 
As Trustee $427,047,015 
$383,195,589 
As Executor and 
Administrator 15,945,687 
13,115,465 
$442,992,702 
$396,311,053 
AS AGENT: 


In the management of 
investments and other 
property $203,295,862 

$179,348,826 

In the custody of invest- 
ments and other 
property $230,781,267 

$209,471,949 





Commerce Trust Co., Kansas City 

Trust Department services are broad- 
ening in usefulness . . Two of our 
newer, popular services are cur Common 
Trust Fund and an agency relationship 
called Financial Secretary service . . 


Boatmen’s National Bank, St. Louis 

A record volume of new business... 
Special studies were made of our operat- 
ing costs and fee structures. As a re- 
sult, fees on certain trust accounts were 
renegotiated and adjusted upwards. . 


Mercantile Trust Co., St. Louis 


More estates than in 1958... The at- 
tractiveness of the Collective Funds for 
employee benefit plans was indicated by 
a substantial increase in the number of 
participating accounts (increase of 67% 
in the Fixed Income and 52% in the 
Equity Fund) ... 


Continental National Bank, Lincoln 


Assets, fees, accounts managed and the 
number of wills on file reached a new 
high in 1959... 


Qmaha National Bank 


Varied and extensive trust activities 
have become a source of increasing in- 
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come ... Volume increased considerably 

. The number of companies partici- 
pating in the investment program for 
tax exempt pension and profit-sharing 
plans reveals the increasing interest of 
corporation and business management... 


First National Bank of Nevada, Reno 

The rapid growth of the Trust De- 
partment is keeping pace with the ex- 
pansion of the bank. From its inception 
in 1937 the Department has grown to a 
staff of 33 employees . . . New business 
was at an all time high (113 new fidu- 
ciary appointments with a valuation of 
$26,677,000 . . . 221 new will appoint- 
ments with estimated value of $24,361,- 
000). 


Camden Trust Co. 


A nice gain in personal trust volume 

. an even greater gain proportionately 
in the corporate trust division ...a 
wider use of pension and profit-sharing 
plans... the frequency with which prac- 
ticing attorneys recommend the Depart- 
ment, as well as the cooperation of life 
underwriters and accountants, augurs 
well for the future. . 


First Camden National Bank & Trust Co. 


Assets grew more than in any other 
year... 15.7% over 1958... A growing 
number of investment management ac- 
counts and employee benefit plans as well 
as estates and trusts ... Income was the 
highest in our history ... The split in 
1958 of the Discretionary Common Trust 
Fund (into equity and fixed income 
funds) proved a practical tool for pro- 
viding more flexibility in the investment 
of smaller accounts ... The fixed income 
units proved to serve legal accounts as 
well as the old Restricted Common Trust 
Fund, which was liquidated in September. 


First National Bank, Jersey City 


All divisions experienced marked in- 
creases, some exceptionally large . 


Trust Co. of Morris County, Morristown 


Growth continued at a rapid pace... 
The introduction of the Common Trust 
Funds (equity and fixed income) in 1959 
has been enthusiastically received and 
resulted in considerable new business... 


Fidelity Union Trust Co., Newark 


All divisions of the department showed 
an increase in the number and value of 
accounts ... Gains in Custodian and In- 
vestment Advisory accounts and in Em- 
ployee Benefit Trusts were notable... 


Howard Savings Institution, Newark 


Offered for probate 62 wills ... The 
number of accounts as executor, ad- 
ministrator, trustee and guardian to- 
talled 830; accounts as escrow agent, 
investment advisor for individuals, pen- 
sion and welfare funds, or as custodian 
amounted to 171. Total accounts now 
number 1,001, a gain of 57... The Dis- 
cretionary Common Trust Fund com- 
pleted its second fiscal year with a value 
of $2,380,000... 


National Newark & Essex Banking Co. 


Value of trust assets has increased 
70% in the past five years and the assets 
under investment review by 150% . 


National State Bank, Newark 


Department functions are administered 
by 41 people . . . Established a Common 
Trust Fund ... The Department opera- 
tion is profitable and contributes to the 
overall effectiveness of the bank... 


Plainfield Trust State National Bank 


Many new accounts .. . Considerable 





In Rhode Island 
Umerieas Second Oldest Bank 


is the 


No. 1 Financial Institution 


...in experience, in assets, 
in service facilities. 


Whatever your banking require- 
ments, Industrial National is well 
able to serve you efficiently. Com- 
plete Commercial, Trust, Munici- 
pal and Foreign Banking services. 
Your inquiries are solicited. 


Industrial 


NATIONAL BANK 
Americas Second Oldest Bank 
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Young Kenneth Wang brought his trusty 
machine gun to lend support to Patrolman 
Sal Jerbasi and John Stewart of the bank’s 
guard force when Montclair (N. J.) National 
Bank & Trust Co. transferred location of 
its trust department office during past year, 
Photo appeared in the bank’s Annual Report. 





increase in the number of employee pen- ' 


sion funds. Pension plan trusts represent 
an increasingly important portion of the 
total activities of the Trust Department 
. . . The new Special Services Division, 
working with lawyers in estate plan- 
ning for their clients, held trust con- 
ferences with 200 prospects ... The 
bank was named in 35 wills... 


Hudson Trust Co., Union City 


Volume reached an all-time high both 
in dollar value and the number of ac- 
counts... 


National Commercial Bank & Trust Co., 
Albany 

Trusts under wills and agreements 
$32,719,000; Executorships, guardian- 
ships and committeeships $10,043,000; 





Pension, profit-sharing and other cor- | 


porate trusteeships $15,783,000; Agency 
management, custodian and other fidu- 
ciary accounts $41,972,000... 


Marine Trust Co. of Western New York, 
Buffalo 


New business reached an all-time peak, 
the Personal Trust Division showing the 
greatest increase both in number and 
dollar amount of new accounts. Appoint- 
ments under wills showed a substantial 
gain .. . 575 accounts participate in the 
Legal and Discretionary Common Trust 
Funds. The Collective Fund for Pension 
Trusts, in its second year, has 30 par- 
ticipants and dollar volume increased 2% 
times over 1958... 


Long Island Trust Co., Garden City 


A substantial increase in the number 
of accounts in every category ...- 


Bankers Trust Co., New York 


Number of accounts registered further 
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growth .. - Corporate agency business 
was an important source of improved 
earnings .- - Income from pension trust 
operations and personal trust business 
continued its long-term growth... Trust 
Department earnings of $17,028,000 were 
up $1,887,000 from 1958... 


Chase Manhattan Bank, New York 


New peaks attained by the Personal 
Trust Division in both fees earned and 
number of estates handled . . . The In- 
yestment Service Division continued its 
steady growth . . . The Pension Trust 
Division recorded a new all-time high in 
the volume of funds received... 


Chemical Bank New York Trust Co. 


In addition to employee benefit plans 
the Bank administers billions of dollars 
of assets placed in its care in fiduciary 
capacities . . . and through the Cor- 
porate Trust Department services as 
trustee for several billion dollars of cor- 
porate bonds and debentures ... A 
rapidly growing activity involved the 
issuance of American Depository Re- 
ceipts for stock of foreign corporations 
traded in our security markets. The Bank 
has issued such receipts for securities 
of corporations in many countries includ- 
ing England, Union of South Africa, and 
West Germany... 


Fiduciary Trust Co., New York 


Steady addition to the volume of In- 
vestment Management Accounts, Trusts 
and Estates . . . Income from interest, 
fees, etc. was $3,204,904 compared with 
$2,856,357 the previous year. . 


First National City Trust Co., New York 


Our General Employee Benefit Trust 
has continued to develop satisfactorily 
... Of the reported new and additional 
corporate trusteeships received during 
1959 by all New York banks, our share 
exceeded 30% in number of new appoint- 
ments and in total dollar volume of bonds 
issued .. . The number of wills naming 
us reached a new peak, showing a 
marked increase . . . Total value of es- 
tates was considerably greater ... New 
living and testamentary trusts were the 
greatest in number of any year in more 
than two decades. Of particular interest 
was the increase in the number of insur- 
ance trusts. Investment Advisory and 
Security Custodian accounts set new rec- 


ords in number and dollar value of port- 
folios . . 


Grace National Bank, New York 

Record gross revenues . . . Inventory 
r control values in fiduciary accounts 
Mcreased 20% Estate Planning 
Service expanded . . . Will appointments 
reached an all-time high... 


Hanover Bank, New York 


Increased fees, greater efficiency and 
a larger volume of incoming business 
Were responsible for the continued up- 
ward trend in earnings . . . The Cor- 
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porate Trust and Agencies Department 
showed continued volume improvement 
.. + The Bank received a larger number 
of appointments as Trustee and Paying 
Agent for industrial, public utility and 
municipal bond issues... 


Irving Trust Co., New York 


A marked increase in American invest- 
ment in foreign securities has contributed 
to the volume of American Depositary 
receipts handled by the Bank .. . In- 
crease in personal trust and investment 
business raised these activities to a new 
high level... The pace at which pension 
and profit-sharing trusts have expanded 
is phenomenal .. . One measure of Irv- 
ing’s success in this growth area is the 
tripling of dollar assets under our ad- 
ministration in the past five years. An- 
other is the extent of coverage of differ- 
ent types (some three dozen) of business 
firms and other organizations .. . 


Manufacturers Trust Co., New York 


Income of the Personal Trust Depart- 
ment increased because of higher revenue 
from employee benefit trusts. The num- 
ber of new accounts in both the estates 
and trusts divisions also increased sub- 
stantially ...The Group Trust Program, 
established four years ago, now serves 
131 benefit trusts, an increase of 38 dur- 
ing the year.. 


Marine Midland Trust Co., New York 


Both gross and net earnings exceeded 
any previous year. A major portion of 
income derived from the Corporate Trust 
and Stock Transfer Divisions . . . The 
Collective Pension Trust continued its 
rapid growth. The division of this fund 
into Equity and Fixed Income sections 
has greatly enhanced its value ... The 
number and size of estates under ad- 


ministration are greater than ever be- 
fore... 


National Bank & Trust Co., Norwich 


Trust assets increased $1.5 million . 
31 new accounts involved assets of over 
$2,100,000 .. . 34 new will appointments 
represent an estimated $3,000,000 .. 
190 trust beneficiaries are located in 11 
states ...76 estate planning conferences 
were held... 


Genesee Valley Union Trust Co., 
Rochester 


New business, both actual and poten- 
tial, set a new all-time high ... A num- 
ber of pension and profit-sharing funds 
were established naming the bank as 
trustee, including a number which re- 
sulted from joint union and employer 
negotiations . . . Established a Discre- 
tionary Common Trust Fund as a com- 
panion to the Legal established in 1954. 


Security Trust Co., Rochester 


Increasingly satisfactory growth... 
reflecting a considerably expanded group 
of trust and investment officers . . . As- 
sets increased more than $86 million in 
the past decade... 


First Trust & Deposit Co., Syracuse 


Continued growth most satisfactory 
representing an almost uniform rise in 
trust accounts, estates, pension funds and 
investment advisory accounts. The rate 
of increase of the funds under our con- 
trol as Executor and Trustee, in fact, has 
been greater than in the banking de- 
partment... 


Marine Midland Trust Co. of the 
Mohawk Valley, Utica 


Continued substantial growth with $7.3 
million increase in assets and greatest 
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gains percentagewise in Estates and Pen- 
sion Trusts ... Steadily increasing re- 
quests for estate planning ... Wills 
naming the bank were gratifying in num- 
ber and estimated value ... Trusts un- 
der wills and agreements $13,202,000; 
Executorships, guardianships and com- 
mitteeships $3,211,000; Custodianships 
and other fiduciary accounts $72,044,000. 


Oncida National Bank & Trust Co. of 
Central New York, Ut‘ca 

Making rapid strides . . Women’s 
forums have become an annual event as 
well as the annual dinner for barristers 
of Oneida, Herkimer and Madison Coun- 
ties... 
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County Trust Co., White Plains 


Ever growing demand for trust serv- 
ices .. . Served beneficiaries in 29 states 
and 10 foreign countries . . . Business 
firms are coming in increasing numbers 
for investment advisory services and 
trusteeships under pension and _ profit- 
sharing funds... 


National Bank of Westchester, 
White Plains 

Best year to date in Personal Trust 
and Investment Advisory Divisions. Im- 
mediate and deferred trust business se- 
cured in 1959 totalled over $25,000,000 
compared to $18,000,000 in 1958... 


American Commercial Bank, Charlotte 


A year of new highs. New will ap- 
pointments exceeded in number and size 
the totals of previous years... The ad- 
ministration of estates, trusts and 
agencies along with pension and profit- 
sharing plans exceeded past years... 
The 18 officers and 41 staff members 
total more than the trust personnel in all 
other Charlotte banks combined.... 


Provident Bank, Cincinnati 


A very successful year ... number of 
new accounts and their value reached 
new high records. . 


Central National Bank, Cleveland 


Estate Planning continued to be one 
of the most popular and important func- 
tions of the Trust Department ... As 
an aid to small and medium-sized com- 
panies, Central National Combined In- 
vestment Fund is available for pension 
and profit-sharing plans ... The bank 
was named trustee under a substantial 
number of pension and profit-sharing 
trusts for a wide variety of business cor- 
porations ... 


Winters National Bank, Dayton 


The tremendous growth of the Trust 
Department over the past ten years has 
necessitated enlarged quarters. The De- 
partment now occupies the entire third 
floor of the main office building in new, 
completely redesigned offices... 


Ohio Citizens Trust Co., Toledo 


An oustanding year ... Substantial 
number of new appointments ... Assets 
increased 20% and gross income 11% .. 


Dollar Savings & Trust Co., Youngstown 


Assets increased over 10% ... with 
increasing number of accounts... Many 
individuals have their attorneys use the 
department’s estate planning service... 


Mahoning National Bank, Youngstown 


A growing number of wills have named 
the bank . . . Some new appointments 
have come from beneficiaries of estates 
settled by Mahoning . . . Pension and 
Profit-sharing Trusts increase in number 
and dollar volume... 


Trust asset chart (in millions of dollars of 


book value) from- annual report of Mer. 
chants National Bank and Tru Co, of 
Syracuse. 


Liberty National Bank & Trust Co., 
Oklahoma City 


Assets have more than quadrupled in 
the last ten years and the number of 
trusteed pension and profit-sharing plans 
doubled in 1959. . 
creased by $47 million . . . In one trust 
alone the Trust Department supervises 
and manages buildings and leases a num- 


ber of business properties to tenants, in. | 
cluding hotels, restaurants, and miscel- | 


laneous small businesses. 


First National Bank & Trust Co.., 
Oklahoma City 


A steady increase in all divisions . 
The Common Trust Fund at the end of 
its 8th year of operation had assets of 
$5,475,000 contributed by 170 trusts... 


First National Bank & Trust Co., Tulsa 


Trust services and fees collected for 
them, from-a customer’s point of view 
continue to be the best bargains offered 
by this bank. This condition results from 
statutory fees set a number of years ago 
which are not keeping pace with the in- 
creased cost of present-day trust and tax 
administration ... 

(To be continued) 
A A A 


WortTH HEADS PURSE Co. 


Philip E. Worth has been elected 
president of The Purse Company, suc- 


ceeding Ashley A. Purse, who has moved 
to Arizona. Robert A. Purse, a son of 
chairman | 


board 
Robert P. Purse, 
Jr., was elected vice 
president to fill the 
vacancy caused by 
the elevation of 
Worth. 

The company, 
which is now el- 
gaged in advertis- 
ing and sales pro- 
motion, was established in 1898 by the 
late Robert P. Purse, Sr. 


A A A 


e Wilfred H. Berman has been ap- 
pointed editor for the Financial Public 
Relations Association Bulletin. He will 
also handle press releases. 

Mr. Berman had been editor of the 
Richmond (Mich.) Review. He is 8 
graduate of Michigan State University: 
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By RAYMOND F. GREGORY 
Seghers, Reinhart & McCall, New York 











Books 


Family Tax Planning 


RALPH S. RICE, Matthew Bender & Co., Inc., 

Albany, N. Y. (1092 pp.; $27.50). 

Compiled as a guide for the analysis 
and the planning of family finances for 
maximum tax economy and not as a 
treatise on the law of taxation, this 
work offers to the general practitioner 
the minimum essentials required for the 
solution of recurring tax problems in 
the management and distribution of fam- 
ily property. The author has endeavored 
to integrate all factors of family tax 
planning and hence has included cover- 
age of income, gift and estate taxation 
and all forms of family business rela- 
tionships. 

The neophyte to this field is intro- 
duced to the subject with a survey of 
the information required to be obtained 
from the client for family tax planning 
purposes. Succeeding chapters demon- 
strate the use of such information and 
explain basic planning materials and 
techniques including standard plans, 
powers of appointments, minimization of 
family taxes through gifts, and the mari- 
tal relationship in tax planning. 

Appended to the main work are a 
table of statutes and regulations, a table 
of cases, and model forms and clauses 
used in wills and trust instruments. A 
loose leaf binder has been used to facli- 
tate supplementation. 


1960 Estate Planners Clinic 


Consolidated Reporting Co., 303 Fourth Ave., 

New York 10 (90 pp.; $2.75). 

This work offers a collection of recent 
articles, lectures and addresses by 
leaders in the field of estate planning. 
The opening article summarizes the past 
year’s development and examines more 
particularly the recent cases involving 
life insurance 


) Premiums on the life of an employee- 


shareholder. Although the editors have 


) given precedence to the subject of tax- 


ation, they have included articles on in- 
vestment, business purchase agreements 


| funded by life insurance, and a plea for 






year’s developments and examines more 
practical estate planning. Tax coverage 
Includes a general study of trust and es- 
tate taxation and discussion of minimiz- 


) Ing taxes with inter vivos trusts, special 


“reumstances indicating the use or non- 
use of the marital deduction, and tax 
savings through pseudo corporations. 
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Canadian Handbook of Pension and 
Welfare Plans: Second Edition 
WILLIAM M. MERCER, CCH Canadian Ltd., 
4025 W. Peterson Ave., Chicago 46 (416 pp.; 
$7.50). 

This work incorporates all Canadian 
legislation changes since the first edition 
in 1956, and its coverage has been ex- 
panded with the addition of chapters on 
provincial hospital insurance plans, pen- 
sion plans for the self-employed, invest- 
ing of pension funds, and simple mortal- 
ity and interest tables. The scope of this 
work encompasses retirement savings 
plans, sick pay plans, medical and hos- 
pital plans, profit sharing plans and 
other related topics such as workmen’s 
compensation and unemployment insur- 
ance. 

All tax law applicable to pension and 
welfare plans has been placed in the ap- 
pendix which comprises more than one 
half of the volume, Also included in the 
appendix are expectancy tables and in- 
formation on the registration of pension 
plans under the Income Tax Act. 


Wilis — Trusts — Estate Planning 
Forms 
Prentice-Hall, Inc., Englewood Cliffs, N. J. (ap- 
prox. 1000 pp.; $72 first year; $60 thereafter). 
Designed and organized as a working 
tool for the preparation and drafting of 
wills and trusts, this new service pre- 
sents a comprehensive compilation of 
wills and trusts forms and clauses and 
includes appropriate explanatory ma- 
terials. Its format is divided into three 
parts, the first presenting a general 
discussion on estate planning and tax 
conservation. The following section con- 
tains master wills and trust instruments 
which have been adapted to various fam- 
ily and business situations. The conclud- 
ing section presents alternative clauses 
which are grouped in the following cate- 
gories: dispositions of property, pro- 
visions relating to executors and trus- 
tees, living trust provisions, and mis- 
cellaneous clauses and _ instruments. 
Monthly supplementation will offer new 
forms and ideas being used by practi- 
tioners in the field. 


Cases and Materials on Estate Plan- 
ning 
WILLIAM D. ROLLISON, University of Notre 


Dame Press, Notre Dame, Ind. (2 volumes; 
$25). 


This is one work on estate planning 
that is not primarily concerned with tax- 
ation. In deference to the popular con- 
ception of estate planning, the title of 
this two-volume study may be a mis- 
nomer, for its point of inquiry is the 
nature, historical development, and 
operation of the law of trusts, wills and 
future interests. Although its use may 
primarily be found in the law school, 
the scope of this work recommends it- 
self to the practitioner as it includes 


nearly 500 reported cases, and materials 
from law review articles, encyclopedias, 
statutory law, the Restatement and other 
treatises on wills, trusts, and future in- 
terests. 

Volume I includes chapters on the law’s 
own estate plan (nontestamentary suc- 
cession), instituting the estate plan 
through wills and trusts, and the opera- 
tion and termination of estate plans. The 
subjects of Volume II are future inter- 
ests, resulting and constructive trusts, 
and gifts, deeds, contracts and life in- 
surance in the estate plan. 


New York University Eighteenth An- 
nual Institute on Federal Taxation 
Edited by HENRY SELLIN, Matthew Bender 


& Co., Inc., 205 E. 42nd St., New York 17 
(1435 pp.; $25). 


Most of the lectures delivered at the 
18th Annual Institute on Federal Tax- 
ation at New York University last 
November have been expanded and docu- 
mented for presentation in this work. 
These lectures are annually presented 
by recognized authorities in the field of 
federal taxation and the resultant arti- 
cles published here contain detailed rec- 
ommendations for the solution of many 
present-day tax problems. 

The key areas covered include real 
estate, accounting problems, interna- 
al operations, securities transactions, 
personal and business life insurance, 
natural resources, forms of doing busi- 
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ness 


including partnerships and_ sub- 
chapter S corporations, reorganizations, 
procedural rights and remedies, estate 
planning problems, and incomes and es- 
tate planning for the professional man. 


The Law of Trusts and Trustees 


GEORGE GLEASON BOGERT, West Publish- 

ing Co., St. Paul, Minn. 

Three volumes of this standard treatise 
have been issued as the second edition to 
replace chapters 24 through 36 of the 
original edition published in 1935. The 
author has consolidated recent develop- 
ments with the original text which has 
been reexamined and revised. One of 
the developments occurring during the 
past twenty-five years which has influ- 
enced the author to augment his original 
work has been the expanded use of con- 
structive trusts. In the area of the law 
governing trustees, there has been an 
increasing tendency to make the trustee’s 
contract and tort liability representative 
and not personal, and there has been an 
enlargement, and in some jurisdictions, a 
statutory limitation, of the scope of the 
loyalty rule. 

Also illustrative of recent change is 
increasing use of the common trust fund, 
and the shift to the prudent man rule 
and the consequent extension of common 
stock investments. Analyses of court de- 
cisions and references to periodical ma- 
terials that bear witness to this growth 
in the law of trusts have been syn- 
thesized and incorporated with the text 
of the first edition. 


The Image Merchants 


IRWIN ROSS. Doubleday & Co., Inc., Garden 
City, N. Y. (288 pp. $4.50). 


To see ourselves as others see us is 


often healthy. Those seriously inter- 
ested in public relations will find in this 
volume descriptions of many actual pub- 
licity campaigns and comments on the 
activities of many of the public relations 
“ereats.” The author, however, is skep- 
tical. Throughout the book he clings to 
his basie conviction that public relations 
techniques are so often used for socially 
undesirable purposes that the whole 
question of ethics in this business needs 
thorough reconsideration. 

Mr. Ross questions the ability of pub- 
lic relations people to “prove” the busi- 
ness value of their campaigns, Yet he be- 
lieves the field has become so important 
that it should be “subjected to the glare 
of attention normally reserved for 
clients.” The book is a good foil to the 
many volumes on public relations meth- 
ods and accomplishments. 

W.M.B. 


ARTICLES 


Taxation of Business Life Insurance: 
Recent Developments 
LEONARD SARNER, Practical Lawyer, Febru- 
ary, 1960 (133 S. 36th St., Philadelphia 4; $2.). 
The increased use of life insurance by 
employment and business associations to 
fund stock retirement agreements and 
buy-sell agreements and in the form of 
key man insurance has been the cause 
of troublesome insurance tax problems. 
Concern in this area has been focured 
on the deductibility of premiums by the 
business, taxation of premium payments 
to the employee, income taxation of the 
policy proceeds, and inclusion of insur- 
ance proceeds in the estate of the de- 
cedent for estate tax purposes. The 
author considers these problems from the 
aspect of both the corporate and the 
partnership structure. 
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JANE S. WHITMAN, Illinois Bar journal, jy) * 
uary, 1960 (424 So. 2nd St., Springfield; $1) { 
Where a client maintains his residence ee 
or a business or property interest with. ly 
in the borders of another state, an at fied 
torney, in drafting wills and trust yet 
must ascertain the pertinent jaw of the = 
other jurisdiction. The author has dg ray 
vised a check list which indicates the) ‘ey 
areas of the law where differences of the ° 
several states may exist, and she recom. qua 
mends its use by the draftsman in th | Dea 
preparation of documents governed by G 
out-of-state law. P 
Ji 
Pending Legislative Changes in Tax. 7 
tion of Short-Term and Controlled ajc 
Trusts Stat 
FRANK S. BERALL, Tax Law Review, Jap. cons 
uary 1960 (40 Washington Sq. S., New York 3: esta 
$2.50). 
exis 
Prior to an analysis of the present trea 
code provisions, the author examines the The 
legislative history of the taxation of stat 
short-term and controlled trusts from th trea 
enactment of the Revenue Act of 1934 does 
until the codification of the Clifford ani men 
Mallinckrodt regulations in the 1954 cons 
Code. The balance of the article include| area 
explanation of subpart E of subchapter} duct 
J of the 1954 Code and a discussion of 
the modifications proposed in legislation Adv 
already passed by the House of Repre. E 
sentatives. P 
: 
Surviving Spouse’s Elective Rights in 
Community and Foreign Maritd|) 1 
Property - 
exec 
H. E. PARKER, Jr., Trust Bulletin, February 
1960 (12 E. 36th St., New York 16; $.50). - 
is 
The westward migration has presented! the 
California, one of eight community prop- ing 
erty states, with the problem of affording mon 
a surviving spouse the right to share in” atte 
marital property brought into the state” the 
from a common law state. The writer) pel}; 
studies the recent California legislation’ trys 
in this area and discusses the survivilg” may 
spouse’s right of election and recours © jjy 
against inter vivos transfers detrimental| gto¢ 
to the survivor’s interests. agai 
esta 
How Reorganizations Affect Pension} Pers 
and Profit-Sharing Plans fied 
ISIDORE GOODMAN, Taxes, February, 1960 ferr 
(4025 W. Peterson Ave., Chicago 46; $.75). ree 
Federal income tax problems in the et 
pension and profit sharing area arise #} Ney 
a result of business reorganizations. The if 
applicable tax treatment is dependent! ti 
upon the provisions that are made fo! " 
the plans and by the nature of thelP) 4 
organization and the mechanics of i $ 
execution. The author summarizes tit} 4 
relevent principles and discusses the > lin 
application under certain factual cond) op , 
tions that may occur upon reorgani ) _ ; 
tion. : 
APr 
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Individual Insurance Policies in Small 


Retirement Plans 


E. ROSE, Practical Lawyer, Febru- 


OBEF’: 
- (133 S. 36th St., Philadelphia 4; $2.). 


ary, 1960 
It is estimated that during 1960, near- 
ly 10,000 businesses will install a quali- 


| fed pension or profit-sharing plan, and 
‘that the bulk of these plans will include 
S, eoverage of less than 30 employees. The 
| purposes of this article is to indicate to 


the general practitioner some of the uses 
of life insurance within the design of a 
qualified plan for small businesses, 


Death Taxes end the Alien, Treaty 

Considerations 

JEROME H. SILBEER, Wisconsin Law Review, 

January, 1960 (Madison; $1.00). 

This article poses the question whether 
aliens are treated differently from United 
States citizens with reference to the Wis- 
consin inheritance tax and the Federal 
estate tax, and if a different treatment is 
existent, is it violative of any of the 
treaty obligations of the United States? 
The writer concludes that the Wisconsin 
statute is not inconsistent with any 
treaty, but that the Federal estate tax 
does contemplate a different tax treat- 
ment. Nevertheless, these differences are 
consistent with the treaties except in the 
areas of the marital and charitable de- 
ductions. 


Advantages of Trusts in Planning the 
Estate of a Corporate Executive 
PETER MILLER and GEORGE E. ZEITLIN, 


Journal of Taxation, March, 1960 (147 E. 50th 
St., New York 22; $1.50). 


The subject of this article is the analy- 
sis of the case of a typical corporate 
executive and the implementation of a 
plan providing for the distribution of 
his estate to his family. In contrast to 
the disadvantages of an estate plan call- 
ing for either installment or direct pay- 
ment from the estate, the authors call 
attention to the benefits accruing from 
the use of trusts. Some of the more com- 
pelling reasons for the greater use of 
trusts are possible income tax savings, 
maximum flexibility to meet future fam- 
ily needs, and, where the use of common 


| stocks is authorized, effective protection 
) against inflation. In a trust-implemented 
estate plan, provision is made for group 


personal life insurance payments, quali- 
fied profit-sharing plan benefits, de- 
ferred compensation payments, and utili- 


New Ruling Preserves Benefit of Cap- 


ital Gains Deduction on Termina- 
tion 


H. PETER SOMERS, Journal of Taxation, 


“on 1960 (147 E. 50th St., New York 22; 
30). 


A recent revenue ruling (59-392) 


gains deduction allowable to a_benefi- 
ciary through an errant operation of the 
distributable net income device. The 
writer presents a detailed examination of 
the problem existing prior to the issu- 
ance of the ruling and the operation of 
the ruling in preserving the capital gains 
deduction. 


The “Catalyst” in Estate Planning 


EDWARD J. MINTZ, Life Association News, 

March, 1960 (608 13th St., N.W., Washington 

5; §.35). 

In commenting upon the structure of 
the estate planning team, the writer 
ascribes to the life insurance agent the 
role of “catalyst.” The life insurance 
agent is often able to focus the attention 
of business estate owners on the urgency 
of effective estate planning, and is able 
to arrange for discussion and study with 
the other members of the team. He as- 
signs to the attorney the task of working 
out the final plan and the preparation of 
legal documents, and to the accountant, 
the collation and presentation of financial 
data. 


Texebility of Perents cn the Use of 
Trust Income by or for Their Chil- 
dren: Part II 
EDWARD W. ROTHE, Ill’nois Bar Journal, 
February, 1960 (424 S. 2nd St., Springfield; 
$1.00). 

Part I of this article (see T&E, Feb. 
60, p. 154) considered the circumstances 
under which the income of a trust estab- 
lished for children may be taxable to the 
grantor-parent. The parent is subject to 
taxation if the trust income is used or 
may be used to fulfill the parent’s obli- 
gation to support his children, and the 
existence and extent of a legal duty of 
support is determined by state law. The 
author examines the rules of support as 
defined by the Illinois statutes and as 


interpreted by the courts of that state, 
and investigates circumstances under 
which these statutes may be determina- 
tive of the tax issue. 


Accumulation Trusts — Some Prob- 
lems and Pitfalls 

SYDNEY C. WINTON, Estate Planners Quar- 

terly, March, 1960 (215 W. 34th St., New 

York; annual subscription, $10.). 

The recent adoption by the New York 
legislature of a less restrictive rule gov- 
erning accumulations of income has en- 
gendered interest in the use of accumula- 
tion trusts in this state. The author con- 
siders such a trust a useful tool, but 
warns the estate planner of the com- 
plexity of the Federal tax laws con- 
cerning trusts and of the dangers of the 
interrelating action of the income, 
estate, and gift tax statutes. Some of 
the areas of the income tax discussed 
are the two-tier system, the throwback 
rules, and taxation of trust income to 
the grantor. 


Letter by a Lawyer on Sudden and 

Multiple Death 

Estate Planners Quarterly, March 1960 (215 W. 

34th St., New York; annual subscription, $10.). 

As its title indicates, this article is 
presented in the form of a letter by an 
attorney advising his client as to the 
inclusion in a will of a proper clause 
providing for the possibility of multiple 
death. 

Following an examination of the 
Uniform Simultaneous Death Statute, 
the “letter” considers the operation of 
the Statute in relation to jointly held 
property and life insurance, and indicates 
the merits of a short-term survivorship 
provision and preservation of the marital 
deduction through the use of a “re- 
verse simultaneous death clause.” 
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First Choice for Trust Service 
in Missouri 
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check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 
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“Trust Service Exclusively” 
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LILLIAN S, TIMKEN, widow of William 
R. Timken, co-founder of the Timken 
Roller Bearing Co., bequeathed two 
paintings, Goya’s “Portrait of Lady with 
Fan” and Lucas’ “Bullfight,” to the 
Fine Arts Society of San Diego, and di- 
rected that the remainder of her paint- 
ings be divided between the National 
Gallery of Art and the Metropolitan 
Museum of Art. Her collection of jewels, 
was to be sold* and the proceeds equally 
distributed among American National 
Red Cross, Travelers Aid Society, Com- 
unity Service Society, Association for 
the Blind (all three of New York), Boy 
Scouts of America, and Memorial Hos- 
pital for Cancer and Allied Diseases. 

The residuary estate is divided into 
two funds, each to be held in trust for 
one of decedent’s sons who receive the in- 
come for life and the right to withdraw 
25% of the principal upon reaching age 
50. The second life income beneficiaries 
of the trusts are grandchildren and the 
remainder is to be distributed to their 
surviving issue per stirpes. 

The executors and trustees, a son and 
Bankers Trust Co. of New York, are 
authorized to retain Timken stock re- 
gardless of the proportion such securities 
bear to the entire estate or trust. 


ELIZABETH G. PACKARD, widow of 
James W. Packard, founder and presi- 
dent of the Packard Motor Co., provided 
in her will for the payment of cash 
legacies to several relatives, employees 
and a friend. She stipulated that each of 
her employees was to receive an addi- 
tional $100 for each year of continuous 
service from the signing of the will 
(1950) until her death, if they remained 
in her employ at her death. Included 
among the educational and charitable in- 
stitutions named as recipients of cash 
bequests are Vassar College, the Public 
Library Association of Warren, Ohio, 
and the Jamestown (New York) Boys’ 
Club. 

The will contains detailed and complex 
instructions for the distribution of de- 
cedent’s paintings, jewelry, silverware, 
and other personal property. The residue 
of the estate is to be divided into two 
shares and held in trust. The income of 
one is to be distributed to a niece and a 
grandnephew, and upon the death of the 
former, and when the latter has reached 


*See photo and story at right. 
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the age of 40, the remainder is to be dis- 
tributed to him. A nephew is named in- 
come beneficiary until age 40 and the 
remainderman of the other trust. An at- 
torney and The Hanover Bank of New 
York are named co-executors and co- 
trustees. 


S. DEWITT CLouGH, retired board 
chairman of Abbott Laboratories, made 
provision in his will for payment of 
cash legacies of $125,000 to nine indi- 
viduals and $15,000 to two charitable in- 
stitutions. Mrs. Clough is named income 
beneficiary of a trust comprised of forty 
per cent of the residue of the estate; five 
charities are designated as remainder- 
men, the greater part of the trust corpus 
passing to Southwestern College and the 
International New Thought Alliance. 
The residue of the estate is to be paid 
over to testator’s widow free of trust. 
The will directs the executors and trus- 
tees, Mrs. Clough and City National 
Bank and Trust Co. of Chicago, to em- 
ploy a named investment counsel firm (or 
any other if that one is non-existent) 
as consultants in regard to investment 
of the estate and trust securities. 


A A A 


WILLS IN THE NEWS 


“To my beloved country, the United 
States of America, to be used for the re- 
tirement of the national debt” Mrs. Will 
Clayton left half of her interest in 
a large trust fund, by a 1957 codicil to 
her will probated in January in Houston. 
The wife of cotton-king Will L. Clayton, 
co-founder of Anderson, Clayton & Co., 
she left nearly $4 million to him and to 
relatives and servants, and stock in the 
business to the Childrens Hospital and 
the Clayton charitable fund. 

Lovely actress Margaret Sullavan who, 
unknown to the world, fought a constant 
battle against deafness, bequeathed her 
ear-bones to science, in the hope that 
others would be helped by research to 
avoid the same disability and worries. 

In 1790 Ben Franklin’s will left 
£1000 each to the cities of Boston and 
Philadelphia to be accumulated until 
1991, except for a part to be loaned to 
“young married artificers,” of which 
none has been requested since 1886. The 
Supreme Court of Massachusetts. re- 
cently refused the request of Boston City 


fathers to use their trust (now valueq at ; 
$1.5 million) for the technica institute 
he also set up by will, holding that his # 
purpose was to “provide substantia] gifts 
to future generations.” { 


In a recent personality sketch The Ney 
York Times traced the career of Johp 
David Eaton, “possibly Canada’s Wealth. 
iest citizen” one of its least known gong 
though owner of T. Eaton ©o., third 
largest mercantile house in the world, 
Founded in 1869, the business had been 
run in trust for 20 years by Lady Eaton 
and a cousin until in 1942, as the grand. 
father’s will specified: . . . “one of the 
children will assume management, , . 
when all of the stock is to be transferreg 
to him after provision has been made 
for other members of the family.” His 
brother preferring the life of an English 
gentleman farmer, John David became 
heir to Canada’s largest private corpora. 
tion. 








ESTATE AUCTIONS MILLION 
IN JEWELS 


One of the items in the fabulous jewelry | 
collection of the late Lillian S. Timken, 
widow of a founder of Timken Roller Bear: 
ing Co., which brought the second highest 
total ($1,095,450) ever received for jewelry 
at an American auction. The sale was con 
ducted April 6 at the Parke-Bernet Galleries, 
Inc. in New York at the behest of the ex 
ecutors, Bankers Trust Co. and Robert F. 
Ford who were directed by the will to sell 
the jewelry and distribute the proceeds 
among six charitable institutions. The piece [ 
shown here is a_ pendant necklace with 
rubies weighing over 100 carats and die 
monds totalling over 35 carats. Sold for 
$38,000, this beautifully designed Cartier 
piece nevertheless was priced far below the 
top figure brought by an emerald cut dia- 
mond of close to 29 carats. Bidders included 
representatives from Paris, Ecuador a0 


Rome, one of the latter, Bulgari. purchasing f 


an oriental pearl necklace for $50,000. 


The all-time record sale was also conducted 
by Parke-Bernet when the late Mrs. John E. 


Rovensky’s jewelry brought $1,122,695 im 
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ESTATE TAX 


Trust not includible in estate where 
grantor retained right to give trustee 
“additional | owers.”” Decedent-grantor of 
trust retained right to grant additional 
powers to trustee. She also possessed 
right to appoint successor trustee in 
event existing trustee resigned or re- 
fused to act. Commissioner included 
value of trust in decedent’s estate on 
theory that “additional powers” included 
right to grant powers allowing trustee 
to alter beneficial enjoyment under trust, 
and under trust decedent could have ap- 
pointed herself as trustee. 


HELD: For taxpayer. Trust instru- 
ment must be read as whole to ascertain 
intent of grantor in using language “ad- 
ditional powers.” Since powers specific- 
ally granted were of managerial nature 
and were limited in number and scope, 
court held that “additional powers” must 
be construed as limited to authority to 
grant trustee additional managerial or 
administrative powers only. Moreover, 
decedent did not have unrestricted right 
to substitute herself as trustee. Only if 
trustee should “resign or cease to act” 
could grantor appoint successor trustee. 
At time of her death, trustee was still 
acting, so limited conditions under which 
grantor could appoint herself did not 
then exist. Grantor is, therefore, not 
considered to have powers of trustee at 
time of her death. R. W. Winchell, Admr. 
v. U.S., D.C. S.D., Calif. Jan. 8, 1960. 


INCOME TAX 


Insurance renewal commissions be- 
queathed to widow constitute income in 
respect of decedent. Taxpayer decedent 
was stockholder in corporation which 
acted as general agent for life insurance 
company. Corporation liquidated and dis- 
tributed assets to stockholders, including 
rights to renewal commissions. Upon his 
death, taxpayer bequeathed rights to 
these commissions to wife. Commissioner 
charged widow with ordinary income on 
renewals received. 

HELD: Taxpayer entitled to decedent’s 
tax basis. Renewals received constituted 
imcome in respect of decedent, and were 
entitled to same tax treatment in wi- 
dow’s hands as if decedent had lived to 
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collect them. Since original liquidation 
was closed transaction, decedent was en- 
titled to capital gain on fair market 
value of renewal commissions rights at 
that time, and widow would be entitled 
to full recoupment of liquidation value 
before being charged with ordinary in- 
come. Est. of A. Goldstein, et als. v. 
Comm., 33 T.C. No. 116, Mar. 18, 1960. 


Insurance renewal commission rights 
distributed in liquidation have ascertain- 
able fair market value. Taxpayer and 
wife were sole stockholders of corpora- 
tion, which acted as general agent for 
life insurance company. Corporation re- 
ceived commissions on yearly renewal of 
policies written by its agents. Renewal 
commissions continued for periods up to 
14 years. In 1950, corporation was liqui- 
dated and rights to renewal commissions 
were distributed to stockholders, together 
with other assets of corporation. At time 
of liquidation, renewal commissions on 
approximately 5,000 accounts had ap- 
proximately 10 years to run. Commis- 
sioner determined that renewal commis- 
sions had ascertainable fair market value 
at time of distribution to stockholders. 
Taxpayer contended that renewals were 
unascertainable and entitled to capital 
gain treatment as received, or alterna- 
tively, were not taxable until their value 
as of date of liquidation was first re- 
covered. 


HELD: Value of renewal commissions 
ascertainable. Since very existence of in- 
surance industry is based upon actuari- 
ally determining how many policies will 
terminate over given period, causes of 
termination, and probably number of re- 
newal premiums that will be collected, 
fair value of renewals could be ascer- 
tained with fair certainty. Since 1950 li- 
quidation was closed transaction, value of 
rights should be included in computing 
gain on liquidation at that time. Renewal 
commissions received thereafter would be 
taxable as ordinary income only after 
collections exceeded 1950 value. Est. of 
A. Goldstein v. Comm., supra. 


Trust holding mere legal title to un- 
improved rented real estate not taxable 
as corporation. Thirteen individuals ac- 
quired piece of real estate, and took title 


in trust, naming themselves as benefici- 
aries. It was original intention of pur- 
chasers to sell property within year, but 
they did not do so. Instead property was 
rented as parking lots to various tenants 
for period of some fifty years. Commis- 
sioner held trust taxable as corporation. 
Trust paid tax and sued for refund. Dis- 
trict Court upheld Commissioner. 

HELD: District Court reversed. Trus- 
tee did not perform any managerial du- 
ties, but merely held title and made pay- 
ments to seller until full purchase price 
was paid. It paid taxes and distributed 
income to beneficiaries pursuant to bene- 
ficiaries’ written directions. Since trust 
was not engaged in carrying on “business 
enterprise,” nor was there “centralized 
management,” it is not taxable as corpo- 
ration. Rohman et al. v. U.S, 9th Cir., 
Feb. 10, 1960. 


Life tenant held to be trustee for re- 
mainderman. Decedent left entire estate 
to his wife for life, giving her power to 
sell and dispose of any part and to con- 
sume such part of capital as she might 
find necessary for her support, comfort, 
health and service. Subject to these pro- 
visions, he devised to named individuals 
remainder of estate, in whatever form it 
existed at wife’s death. Wife filed fiduci- 
ary income tax return reporting net cap- 
ital gains. Later, claims for refund were 
filed on ground that capital gains were 
not taxable to life tenant as trustee. 

HELD: For Commissioner. Under state 
law, life estate was created. It is duty of 
holder of life estate to protect rights of 
remainderman. Life interest is in nature 
of trust, constituting life tenant “quasi 
trustee” for remaindermen. Although 
gain was not taxable in hands of wife 
“as owner,” it was taxable to her as 
fiduciary. Security-First National Bank 
v. U.S., D.C. S.D. Calif., Feb. 29, 1960. 


Premium on bonds donated to charity 
not amortizable. Taxpayer corporation 
purchased bonds at premium with earli- 
est call date upon 30 days’ notice. On 
its books, corporation recorded amortiza- 
tion of premium. Upon expiration of 30 
days, taxpayer made gift of bonds to 
charitable organization. Charity sold 
bonds 5 days later. Taxpayer claimed de- 
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duction for bond premium, and deduction 
for its equity in bonds as charitable con- 
tribution. Commissioner disallowed de- 
ductions. 


HELD: Court viewed series of trans- 
actions as single planned transaction en- 
tered into for sole purpose of obtaining 
tax deduction. Bond premium was not 
deductible. Gift, however, was real, and 
charitable deduction is allowable. May- 
steel Products, Inc. v. Comm., 33 T.C. 
No. 114, Mar. 17, 1960. 


Dealings by exempt organization in 
investment realty do not constitute un- 
related business income. Taxpayer found- 
ation was organized for purpose of con- 
structing high school and establishment 
of convent. It acquired six parcels of 
land in separate transactions. Commis- 
sioner determined that taxpayer was not 
organized and operated “exclusively” for 
exempt purposes. 


HELD: For taxpayer. Power to receive, 
buy, sell, mortgage property, and to in- 
vest and reinvest proceeds, was not in 
itself sufficient to conclude that taxpayer 
was not organized “exclusively” for ex- 
empt purposes. These activities did not 
constitute carrying on trade or business. 
Taxpayer, thus, did not realize “unre- 
lated business income” from its real es- 
state operations. The Marian Foundation 
v. Comm., T.C. Memo 1960-18, Feb. 15, 
1960. 


REVENUE RULINGS 


Estate Tax: Credit for death taxes im- 
posed by two states allowed. Upon dece- 
dent’s death, two states asserted claims 
to tax entire estate upon basis of domi- 
cile. Taxing statutes of each state pro- 
vide for tax in amount equal to credit 
allowed under section 2011 of 1954 Code. 

Service rules that credit against Feder- 
al taxes is allowable for both state taxes 
up to maximum total credit permitted 
under section 2011. Rev. Rul. 60-88, I.R.B. 
1960-10, p. 20. 


Income Tax: Gain or loss recognized 
upon distribution of property to marital 
deduction trust using pecuniary formula. 


Decedent provided that portion of residue 
of his estate be placed in trust for 
his wife. Trust was to include property 
which, when added to wife’s share of 
other property inherited by her, would 
equal one-half of decedent’s adjusted 
gross estate as finally determined for 
Federal estate tax purposes. In deter- 
mining value of property to be trans- 
ferred to trust, executor used fair market 
value of property at date of distribution, 
which was greater than value used for 
Federal estate tax purposes. 

Service rules that under pecuniary 
formula as used in will, namely percent- 
age of “adjusted gross estate,” marital 
trust fund is considered as being pro- 
vided for in fixed and definite “dollar 
amount.” Gain or loss is, therefore, real- 
ized by estate upon distribution, meas- 
ured by difference between fair market 
value of property at date of distribution 
and value of property determined for 
Federal estate tax purposes. Rev. Rul. 
60-86, I.R.B. 1960-10, p. 18. 


Income Tax: Allocation of forfeitures 
to participants disqualifies employees’ 
pension trust. Employees’ trusteed mon- 
ey-purchase pension plan provides that 
forfeitures arising from termination of 
employment, up to amount of one per 
cent of employer’s contributions, shall be 
allocated to accounts of remaining par- 
ticipants. 

Service rules that plan will fail to qual- 
ify for exemption since benefits to be 
provided are not definitely determinable, 
because funds arising from forfeitures 
can be used to provide increased benefits 
for remaining participants instead of re- 
ducing amount of contributions by em- 
ployer. This can be cured by either elimi- 
nating reallocation of forfeitures and 
crediting employer’s contribution to re- 
duce next succeeding contribution, or re- 
duce rates of employer contributions by 
one per cent, or increase credits to par- 
ticipants by one per cent in anticipation 
of forfeitures. Rev. Rul. 60-73, I.R.B. 
1960-9, p. 20. 


Income Tax: Lump-sum distribution 
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including paid-up life insuranc 


does not disqualify profit-sharing trust, j 
Under exempt employees’ proiit-sharing | 
plan, trustee is authorized to invest jy ¢ 
life insurance contracts on lives of pay. 
ticipants up to amount of fifty per cen 
of amount allocated to participant’s ge. 
count. Plan provided for deferred Vesting 


of credits to account, but it was subse. 
quently amended to provide that upon 
termination of employment, employee’; 
rights would be fully vested in cash anq 
insurance contracts then held by trustee 
for his benefit. Thus, upon termination, 
trustee will deliver insurance contracts 
to employee, and cash accumulated in his 
account will be paid in lump sum. 
Under earlier ruling, Commissioner 
had held that in order for plan to qualify, 
trustee must be required to convert ep. 
tire value of life insurance contract at 
or before retirement to provide periodic 
income so that no portion of such value 
might be used to continue life insurance 
protection beyond retirement. Commis. 
sioner has now modified earlier ruling s0 
that failure to convert contract so that 
no portion is used to continue life insur- 
ance protection beyond retirement will 
not in itself cause plan to fail to qualify, 
Rev. Rul. 60-84, I.R.B. 1960-10, p. 11. 


Income Tax: Investment of employee 
trust funds in paid-up units of endovw- 
ment insurance allowed. Under employ- 
ees’ profit-sharing plan, employer’s con- 
tribution allocated to employee-partici- 
pants can be used to purchase units of 
paid-up endowment insurance for partici- 
pants. Upon retirement, total value of 
such units will be used to pay participant 
retirement income in form of life annui- 
ties. 

Employees’ pension, profit-sharing or 


contract | 





stock bonus plan, in order to qualify as 
exempt trust, must provide primarily 
for benefits, distribution of which is de- 
ferred. Use of trust funds for cost of 
current benefits, such as life insurance 
protection, constitutes distribution within 
meaning of taxing statutes. 

Service rules, however, that investment 
of current contributions in insurance by 
purchase of paid-up units of endowment 
insurance, where upon retirement total 
value of all units will be used to pay 
participant retirement income in form 
of monthly annuities, will be allowed. 
Life insurance element in such case is 
incidental to primary purpose of plat, 
namely that of permitting employees t 
participate in plan of deferred benefits. 
Rev. Rul. 60-83, I.R.B. 1960-10, p. 9. 


A A A 


e Personal income tax refunds on 1958 
returns amounted to $3,956,326,000, al- 
most 10% of all personal income collected 
by the Federal government. 
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CLaims — Claim for Child Support 
After Death of Father Rejected 
Where Divorce Decree Did Not 
Provide for Support After Death 


Washington—Supreme Court 
Scudder v. Scudder, 155 Wash. Dec. 457. 


Plaintiff, a widow with two minor 
children, married decedent who adopted 
the children. Plaintiff and decedent were 
later divorced and their property settle- 
ment agreement, providing that decedent 
should pay plaintiff $50 per month for the 
support of each of the children during 
their minority, was approved by the di- 
vorce decree and decedent ordered to 
make the support payments. Decedent 
made all of the required payments until 
his death. Plaintiff filed a claim against 
the estate for support payments accrued 
and to accrue subsequent to decedent’s 
death. The executrix rejected the claim 
and the plaintiff brought suit. The Trial 
Court allowed the claim. 

HELD: Reversed. A decree ordering 
the husband to provide support for his 
minor children operates in personam and 
does not survive his death, unless the 
decree contains specific provisions for the 
continuation of payments after his death. 


CLaims — Statute Limiting Period for 
Action on Claims Held Constitu- 
tional 


Florida—Supreme Court 
In re Estate of Brown, 117 So. 2d 478. 


Decedent died in 1949, indebted to 
a fertilizer firm, which promptly and 
duly filed a claim against decedent’s es- 
tate in the probate court. The claim was 
not objected to, but claimant waited un- 
til 1956 to file in the probate court its 
petition for compulsory payment. Under 
the provisions of Florida Statutes, Sec- 
tion 733.211, enacted in 1953, a claimant 
has three years in which to obtain pay- 
ment or take action to compel payment 
in the probate court, else the claim is 
barred. 

The probate court denied the claim for 
compulsory payment on the ground that 
the Statute barred the claim after the 
limited period. Claimant attacked the 
statute on the ground that it violated the 
Florida Constitution which prohibits a 
Statute of limitations lessening the time 
within which any civil action might be 
commenced, which action was in exist- 
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ence upon the date of the adoption of 
the statute of limitations. 


HELD: Affirmed. There is a distinction 
between a general statute of limitation 
fixing a period of limitation commencing 
from the date the cause of action arises 
and a statute of non-claim, which limits 
a right to perfect a claim already duly 
filed within the proper time limitation. 
Statutes of the latter type are constitu- 
tional. There had been previously no time 
limit within which action need be taken 
on a claim once filed and, accordingly, 
the statute in question did not lessen, 
but merely defined, the time limitation. 
Public policy requires that estates of de- 
cedents be speedily and finally deter- 
mined. 


DISTRIBUTION — Trust Income Pay- 
able as of Date of Death 


Utah—Supreme Court 
In re Pierpont’s Estate, 347 P. 2d 1114. 


After providing for several specific be- 
quests, paragraph sixth of the will 
expressed the “desire that my Executor 
shall cause provision to be made for the 
payment to my wife of a family allow- 
ance of $250 per month from the date of 
my death until such time as my residual 
estate shall be distributed to my Trus- 
tee.” The residue of the estate was placed 
in trust to pay to the wife $250 per 
month during her lifetime and to testa- 
tor’s sister $100 per month during her 
lifetime. 

The probate court ruled that the 
monthly payments commenced at the 
date of the death of the testator and that 
the payments were in the nature of an- 
nuities, thus coming within the provisions 
of 74-3-14, U.C.A. 1953, which states that 
annuities commence at the testator’s de- 
cease. The trustee and one of the residu- 
ary legatees appealed. 

HELD: Affirmed. Absent an intention 
to the contrary appearing in the will, a 
testamentary trust begins immediately 
and does not await conclusion of the ad- 
ministration, even though the assets may 
not be immediately available for use. 
Furthermore, where a trust is created by 
will and by its terms the income is pay- 
able to a beneficiary for a designated 
period, the beneficiary is entitled to in- 
come from the date of the death of the 
testator. 

Appellants’ contention that the provi- 


sions of paragraph sixth showed testator 
would not have provided for a family 
allowance if he intended the monthly 
payments to commence at the date of his 
death, cannot be sustained. It seems con- 
sistent that the testator thought that his 
widow would require more income during 
the period following his death and up to 
the final distribution. Further, it seems 
reasonable to assume that testator, real- 
izing that it might be years before final 
distribution of his estate was effected, 
would desire that his aged sister receive 
her monthly payments immediately upon 
his demise. 


Under Utah statutes, annuities com- 
mence at the testator’s decease and are 
defined as “a bequest of certain specified 
sums periodically.” The bequests fit this 
definition and qualify as annuities. The 
bequests, being annuities and being due 
and payable upon the testator’s death, 
bear interest from the date of death. 

—Staff Digest 


FIDUCIARIES — Executor Not Entitled 


to Expenses for Unsuccessful De- 
fense of Lost Will 


California—District Court of Appeal 
Estate cf Petro, 177 A.C.A. 842 (Feb. 8, 1960). 


After Petro’s will was admitted to pro- 
bate as a lost will, a contest was institu- 
ted by heirs, and the court found that 
decedent had destroyed his last will with 
intent to revoke it, and accordingly that 
contestants were entitled to succeed to 
his estate. Thereafter, the executor filed 
his account claiming credit, among other 
things, for costs and expenses incurred in 
defending against the successful contest. 
He was himself beneficiary of one-half 
the estate under the destroyed will, the 
other one-half being given to him in trust 
for the benefit of educational institutions 
to be selected by him. 


HELD: Rule that an executor defend- 
ing a will after it has been admitted to 
probate is entitled to be reimbursed for 
his expenses was not applicable here 
since circumstances strongly indicated 
that the will had been destroyed by the 
testator (will admitted was carbon copy 
in possession of executor), and in view 
of executor’s personal interest as princi- 
pal beneficiary. Lower court properly 
concluded that executor was not justified 
in opposing revocation at expense of es- 
tate and that in purporting to do so he 
had not acted in good faith. 


GUARDIANSHIP — Former Ward Not 
Confined to Action in Equity 
Against Guardian 


Florida—First District Court of Appeal 
Beck v. Barnett National Bank of Jacksonville, 
117 So. 2d 45. 
A former ward brought an action at 
law for damages against his former 
guardian, alleging a variety of breaches 
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of duty owed the ward by the guardian 
during the guardianship. The former 
guardian successfully moved, among 
other things, to transfer the cause to 
equity on the ground that the action was 
cognizable only therein. The plaintiff 
took an interlocutory appeal. 

HELD: Reversed. This was not a suit 
brought by a ward against his guardian 
during the pendency of the guardianship, 
and, hence, the restrictions placed by law 
on the right of a ward to sue his guard- 
ian during such period were not applic- 
able. Actions between guardian and ward 
dealing with alleged breaches of fiduci- 
ary duty are, as a general rule, within 
the jurisdiction of equity. However, once 
the guardianship has terminated and the 
guardian discharged, the ward is free to 
sue the former guardian in any appropri- 
ate action and, whether the suit is prop- 
erly maintainable in law or in equity 
depends upon the remedy sought by the 
plaintiff, rather than on the former re- 
lationship out of which the cause of 
action arose. 


Joint TENANCY — Proceeds Payable 
under Contract of Sale of Realty 
Held by Entireties are Converted 
to Tenancy in Common Upon Death 
of One Owner 


Oregon—Supreme Court 
Panushka v. Panushka, 349 P. 2d 450. 


In 1944, the deceased and his wife 
purchased real property as tenants by 
the entirety, which is recognized in Ore- 
gon. In 1952, they entered into a con- 
ditional executory contract for the sale 
of the property, under which the vendees 
went into possession, and thereafter re- 
ceived all the rents and profits from the 
property. At the tome of decedent’s death 
in 1955, there was an unpaid balance 
of the purchase price of approximately 
$25,000. 

The widow, as administratrix, did not 
include in the inventory of the estate 
any part of the unpaid balance under 
the contract, by reason of her claim 
that the whole amount due thereunder 
was payable to her as the surviving mem- 


ber of the tenancy by the entirety in the 
real property. Plaintiff, decedent’s son 
by a former marriage, brought action 
for declaratory judgment contending that 
the widow’s interest was that of a ten- 
ant in common as to all unpaid money. 
The trial court agreed and she appealed, 
claiming that the court erred in extend- 
ing the doctrine of equitable conversion 
in such a manner as to destroy a tenancy 
by the entirety. 

HELD: Affirmed. An enforceable con- 
tract of sale of real estate is recognized 
as if specifically executed and performed, 
in that equity considers as done that 
which was agreed to be done. The pur- 
chaser of land is deemed to be the 
equitable owner thereof and the seller 
is considered the owner of the purchase 
price. In Oregon, tenancies by the en- 
tirety in personal property are not recog- 
nized and the money due on the contract 
is considered personal property, al- 
though the sellers hold the naked legal 
title to the real property for the benefit 
of the vendee as the owner of the 
equitable title. Upon the vendor’s death, 
his interest in the purchase money passes 
to his personal representative as per- 
sonalty, unless the vendors have created 
a surviorship interest by reason of con- 
tract. There was no contract in this case 
between the deceased and his surviving 
spouse, which created any right of sur- 
vivorship, 

(Cf. Leibee case digested below.) 


JoInT TENANCY — Relinquishment of 
Dower Rights Supported Contract 
Provision Awarding Unpaid Mon- 
eys to Survivor 


Oregon—Supreme Court 
Lezbee v. Leibee, 349 P. 2d 486. 


By reason of her marriage to de- 
cedent, the defendant acquired the right 
of dower of certain real estate. She and 
the deceased in 1952 entered into a con- 
ditional sales agreement for the sale 
of the property. At the time of his death, 
there was a balance due under the con- 
tract which specifically provided that, 
if either of the sellers died prior to the 
issuance of deed under the contract, the 
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survivor thereof would be enti‘led to y.. j 


ceive all of the moneys yet unpaid. The & 
plaintiffs claimed that this clause wa, | 
purely testamentary and was s ibsequent. f 
ly revoked by directions as to “ispositigy | 
of the balance due under the contrag 
The trial court held .in favor of 
fendent’s claim to the entire «mount. 
HELD: Affirmed. The reli: uishment 
of the defendant’s right of dower py | 
executing the agreement as one of the 
sellers was a sufficient consideration to 
support the contract and the survivorshiy 
agreement contained therein. The objj. 
gation was irrevocable and could not bk 


destroyed by unilateral action on the 
part of either the decedent or his wife 
nor by any testamentary provision to the 
contrary subsequently made. 


LIFE TENANT & REMAINDERMAN — 
Trustee Could Invede Proceeds of 
Sale of Homestead 


Massachus=t‘s—fupreme Judicial Court 


Maher v. Kez=:r, 1960 Mass. 73. 


The will gave the residue to Agnes 
Kezer and one Marshall in trust to al. 
low Agnes to have the free use of the 
homestead and the income of all the re. 
mainder of the personal property, with 
power in the trustees to use the principal 
of the personal property if necessary 
for her comfortable support and the 
maintenance of the homestead, etc. The 
will gave the trustees full power to sell 
both real and personal property and then 
directed “that all sums of money re. 
ceived from the sale of either personal 
property or real estate shall become 
and be held as part of this trust and 
expended under the same rules and con- 
ditions as apply to the rest of the trust 
fund.” Agnes was 82 years old, blind, 
confined to a nursing home, and in debt. 
The testator stated that he had made the 
bequest because of the faithful care she 
had given him and his home. 

In 1958 the succeeding trustee sold the 
homestead. At the time of this hearing 
on a petition for instructions the pro- 
ceeds of the sale were the only assets of 
the trust available for the support of 
Agnes. The probate court decreed that 
the trustee could invade the proceeds of 
the sale to provide for her support. The 
remainderman appealed. 


HELD: Affirmed. The homestead was 
the only real estate the testator owned, 
and Agnes was the special object of his 
bounty. The language of the will showed 
a definite intent on his part that the 
proceeds of the sale of the real estate 
should be treated in the same manner 
as the personal property left by him. 
While ordinarily the proceeds of the sale 
of real estate retain their characteristics 
as real estate, in this case the expressed 
directions that the proceeds should be 
come part of the trust fund and treated 
in the same manner as the rest of the 








trust fund was controlling. 
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“It’s asking me questions! 





SpouUSE’Ss RIGHTS — Widow Entitled 
to Year’s Support as Well as Dower 
Oregon—Supreme Court 

Estate cf Joel C. Booth, Deceased. Booth v. 

First Natoinal Bank of Portland, 70 Ore. Adv. 

Sh. 547. 

On February 14, 1955, plaintiff elected 
to take her dower interest in the in- 
testate estate of her deceased husband. 
In October, 1955, she filed a petition for 
assignment of dower in the probate court 
which, in February of 1956, was ap- 
proved by the court and certain real 
property set aside to the widow. 

On January 10, 1957, plaintiff filed a 
petition for reasonable support and sus- 
tenance out of the estate for one year, 
as provided by statute. The defendants 
asserted that the widow could not take 
her dower interest and at the same time 
claim support and maintenance and, par- 

| ticularly, could not do so after the court 
had entered an order setting aside the 
dower interest. The trial court denied the 
petition of the widow for support and 
maintenance. 

HELD: Reversed. There is no incon- 
sistency in allowing the dower interest 
and support and maintenance. The mat- 
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ter of assigning dower related back to the 
date of death of the testator and the 
statutory right of support could also be 
claimed in addition thereto. The amount 
of the separate property of the widow, or 
her income, could not be considered in 
connection with the determination of 
support and maintenance. 


Livinc Trusts — Bank Deposit in 
Form of Revocable Trust Held 
Completed Gift at Depositor’s 
Death 


Tennessee—Court of Appeals, Western Section 
Leader Federal Savings & Loan Association, 330 
S.W. 2d 33. 

About two months before her death, 
decedent deposited funds in a bank, in 
an account bearing her name as trustee 
for another individual. At the time of 
making the deposit, the decedent exe- 
cuted a printed form supplied by the 
bank, known as a “discretionary re- 
Vocable trust.” It contained a provision 
that the depositor reserved the right to 
revoke the trust in whole or in part at 
any time by partial or complete with- 


os 










ApriL 1960 


drawal of the funds under deposit. Sub- 
ject to the right of revocation, the trust 
was to continue for the life of the de- 
positor, and thereafter during the life of 
the beneficiary, or until he reached a 
specified age. A few days before her 
death the depositor made a withdrawal 
from the account, but after her death a 
substantial amount remained in the ac- 
count. In this action the administrator 
of the estate contended that the discre- 
tionary revocable trust agreement was 
an attempt by the decedent to make a 
testamentary disposition of her property 
not in conformity with the statutory law 
of wills. The Chancellor held that the 
named beneficiary was entitled to the 
proceeds, 

HELD: Affirmed. There is a_ sub- 
stantial split of authority among the 
courts as to whether a deposit such as 
the one in question can be sustained as a 
tentative or revocable trust, or whether 
it is merely an incompleted gift. Certain- 
ly the funds in question had not been 
placed beyond the control of the grantor, 
since she had complete power to revoke 
the trust in whole or in part by the sim- 
ple act of making a withdrawal. Similar 
deposits have been upheld in earlier 
Tennessee cases, however, as constitut- 
ing revocable trusts, and accordingly the 
deposit in the present case is sustained 
as such. 


TAXATION — Estate & Inheritance — 
Appointment to Donee’s Estate 
Does Not Alter Rule That Distribu- 
tee Takes from Original Donor and 
Does Not Subject Property to 
Double Legacy Tax 

Massachusetts—Supreme Judicial Court 

Curtis v. Commissioner, 1959 Mass. 1599, 
Horatio Davis died in 1910. His will 
created a trust for the benefits of two 
nieces — Susan and Maria. As the sur- 
vivor, Maria had a general testamentary 
power of appointment over the whole 
fund. She died in 1957 and her will speci- 
fically exercised her power. By clause 
sixth of the will she appointed the fund 
to her executor, to be dealt with as 
general assets of the estate. By clause 
seventh she gave the residue of her estate 
in trust to pay the income to her sister 


Alice for life, with gifts over of the 
principal on Alice’s death. 

Maria’s estate was sufficient to pay all 
debts, expenses, legacies and taxes with- 
out resort to the appointed property. 
Massachusetts legacy taxes on Horatio’s 
estate prior to Maria’s death had been 
paid. The trustee under his will now 
tendered to the commissioner $1,482, be- 
ing the amount admittedly due on the life 
estate of Maria’s sister Alice. the com- 
missioner, however, demanded $18,523, 
being double taxes on the amount due 
on the entire trust fund as of Maria’s 
death. He contended that by clauses 
sixth and seventh she had manifested an 
intent to co-mingle the appointive assets 
to make them part of her general estate, 
so there would be one tax on the passage 
from Horatio’s trust to Maria’s estate, 
and then a further tax on the succession 
of the assets on Maria’s death to the 
residuary legatees under clause seventh 
of her will. 

The probate judge decreed that the 
only tax for which Horatio’s trustee was 
now liable was the $1,482 due on Alice’s 
life estate. The commissioner appealed. 

HELD: Affirmed. Maria could have ac- 
complished in one step by the residuary 
clause what she actually used two steps 
to accomplish; i.e., appointing to her 
estate by clause sixth and the disposition 
of the assets by clause seventh. Whether 
she used one step or two, she, as donee 
of the power and thus in effect as 
Horatio’s agent, designated the ultimate 
recipients of the assets. Under recognized 
rules those who receive the appointed 
property take from Horatio and not from 
Maria. It is inappropriate, in the absence 
of a clear legislative mandate, to im- 
pose a double excise tax. 


TAXATION — Estate & Inheritance — 
Marital Deduction Formula Clause 
— Higher State Gross Estate Will 
Produce a Larger Marital Deduc- 
tion 

New York—Surrogate’s Court, New York Co. 
Matter of Bing, N.Y.L.J., March 16, 1960. 


Decedent bequeathed to her husband 
that part of her residuary estate which, 
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qualified for the marital deduction, 
would equal one-half of the adjusted 
gross estate as defined in the Internal 
Revenue Code — “it being may intention 
that my estate shall have the benefit of 
the maximum martial deduction allow- 
ance for Federal Estate Tax purposes.” 
In the New York estate tax proceeding, 
the gross estate was value at more than 
$500,000, higher than the valuation which 
was fixed in the federal estate tax pro- 
ceeding. The New York tax authorities 
limit the marital deduction to the amount 
allowed therefor in the federal estate tax 
proceeding. The executors appeal the 
order fixing the New York tax. 

HELD: The bequest of a portion of 
the residuary estate to the husband en- 
titles him to participate proportionately 
in increases or decreases in the value of 
the assets which occur during adminis- 
tration. Accordingly, as the husband’s 
share of the assets is increased under 
the valuations found in the New York 
tax proceeding, the estate is entitled to 
a maximum marital deduction in such 
proceeding based on the larger adjusted 
gross estate. 


TAXATION — Estate & Inheritance — 
Transfer with Retained Life Estate 
Subject to Inheritance Tax 


New Jersey—Supreme Court 
Darr v. Kervick, 158 A. 2d 42. 


Decedent and her husband created 
identical trusts in which each named the 
other life tenant. Upon each of their 
deaths, principal was to be divided 
equally among surviving children and 
issue of children not surviving. Upon de- 
cedent’s death, Division of Taxation im- 
posed transfer inheritance tax on trans- 
fer in trust. 

HELD: Trusts created by decedent and 
her husband constituted reciprocal trusts. 
Under New Jersey law, where trusts 
arise out of informed and intended ex- 
change of similar property, so that some 
elements of ownership are not lost to 
either party, even though each trust in- 
dividually appears to divest settlor of 
taxable incidents of ownership, recipro- 
cal trusts are created. Transfer inter 


vivos by which donor retains life estate 
in subject matter is transfer intended to 
take effect in possession or enjoyment at 
or after death, and is subject to transfer 
inheritance tax. Since decedent in effect 
reserved to herself life inteerst in income 
of property conveyed, trust is subject to 
transfer inheritance tax. 


WILLs — Construction — Devise of 
Farm Construed to Include After 
Acquired Adjoining Land 

Wisconsin—Supreme Court 
Estate of Busser, 8 Wis. 2d 40; 98 N.W. 2d 425. 


Testator executed his will in 1947. He 
devised to a cousin “ . my farm con- 
sisting of 85 acres, more or less .. .” to- 
gether with all the machinery, livestock, 
and crops thereon. In 1955 decedent pur- 
chased an adjoining plot of 49.36 acres 
which he farmed as a single unit with 
his original 85 acre tract until his death. 

The executor and devisee petitioned 
for construction as to whether the devise 
covered the farm as it existed at the 
time of making the will or at the date 
of death. All parties consented that the 
testator died testate with regard to the 
additional land. 


HELD: Under the terms of the will 
and in view of the surrounding circum- 
stances the testator manifested an in- 
tent to bequeath his entire farm, consist- 
ing of 135 acres. The dictionary definition 
of a farm is: “Any parcel or group of 
parcels of land cultivated as a unit.” The 
testator cultivated his two tracts as a 
single unit. 


WILLs — Construction — Real Prop- 
erty Included in Holographic Be- 
quest of “Money” 


California—District Court of Appeal 

Estate of Stadler, 177 A.C.A. 847 (Feb. 8, 

1960). 

Decedent’s holographic will made gifts 
to various persons and charitable organ- 
izations, certain items to two other 
people, and concluded: “Divide the rest 
between Hoerners and Chas Fischer 
(money left over when Settled.” Estate 
consisted of three parcels of real prop- 
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erty, promissory note and bo cds, cash 
and other personal property. ‘he ques. 
tion presented was whether the rej 
property was disposed of by the fing) | 
sentence quoted above. f 

HELD: The real property was dis. 
posed of. “Money” when used in a will 
has no fixed or technical meaning and 
may have restricted or wide meaning ap. 


cording to the significance which testato, 
intended to give the word. It may meap 
property of any kind. Fact that will was 
drawn by a person obviously unlearned 
in the law is given weight. 


WILLs — Construction — Remainder 
Not Conditioned Upon Surviving 
Life Tenant 


Wisconsin—Supreme Court 


Estate of Ferdinand, 7 Wis. 2d 577. 


In 1924 testator devised real property 
to his widow to hold during her life and 
while she remained unmarried, with ful] 
power of disposition, but in the event 
of her death or remarriage any remain- 
ing property was to go to the testator’s 
brothers and sisters “or the survivor of 
them.” The brothers and sisters survived 


the testator, but predeceased the widovw, : 


The testator had also made certain 


specific bequests to his two sisters-in- | 


law on the condition that they survive 
his widow. The sisters predeceased the 
widow. The bequests to the brothers and 
sisters did not include a condition. The 
widow attempted to devise the remaining 
land by her will. 

HELD: The attempt of the widow to 
dispose of the real estate was of no 
effect. Under Sec. 232.08, Wis. Stats., the 
devise to the widow was subject to the 
future estates of the testator’s brothers 
and sisters, to be defeated only by the 
widow’s exercise of the power of dispo- 
sition during her lifetime. 

Although the testator had conditioned 
his bequest to his sisters-in-law upon 
their surviving his widow, he had not 


imposed a similar condition upon the | 
bequest to his brothers and sisters. This 


indicated the property was intended to 
vest in brothers and sisters living at the 
time of his death, without requiring that 
they survive the widow. 
(Abstract republished from Jan. 1960 issue, 
p. 79, to restate first paragraph of holding.) 
WILLs — Joint & Mutual — Conizect 
Spelled Out 


California—Supreme Court 
Brewer v. Simpson, 53 A.C. 574 (Feb. 9, 1960). 


In 1936 George and Abigail Brown, 
husband and wife, made mutual wills 
which provided that the property of the 
first to die should go to the survivor, and 
all property of the survivor should g0 
one-half to named relatives of Georg? 
and one-half to named relatives of Abr 
gail. George died in 1937, and his prop- 
erty was distributed to Abigail in ace 
cordance with his will. In 1945 Abigail 
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married Simpson, and Simpson obtained 
from her transfers and conveyances, the 
effect of which was to make her and 
Simpson joint tenants of almost all her 
property. 

This action was brought by the rela- 
tives of Abigail who would benefit by her 
will to impress a trust for their benefit 
on the property to which they would be 
entitled if Abigail’s agreement with 
George were carried out. George’s rela- 
tives are not parties to this action, their 
claims having previously been compro- 
mised by Abigail and Simpson. Judgment 
was rendered for plaintiffs. 


HELD: Affirmed. The intention of the 
parties to the mutual wills was to make 
a contract to dispose of property in ac- 
cordance with those wills and Abigail 
preached this agreement in advance by 
transferring her property into joint ten- 
ancy with Simpson. The wills were in- 
tended to be irrevocable. Abigail’s will, 
being a contract, was not revoked by her 
marriage to Simpson. 


Witts — Joint & Mutual — Joint 
Will Created Contract Binding on 
Survivor 


Michigan—Supreme Court 
George v. Conklin, 358 Mich. 301. 


In 1937 Henry Conklin and his wife, 
Esther, executed a written instrument 
which they declared to be “jointly as 
well as severally our Last Will and Testa- 
ment.” The instrument provided that the 
husband, if he should survive, should 
have a life estate in a farm home which 
was owned individually by his wife, with 
remainder over ultimately to Mrs. Conk- 
lin’s heirs, and as to the balance of the 
property of the spouses the instrument 
provided: 


“That one of us surviving the other is to 
inherit all other property, real personal or 
mixed of the other, or owned jointly by the 
parties hereto, to be used or disposed of 
as the survivor may see fit, and on the 
death of the survivor the property of both 
then remaining shall be treated as one and 
the same, to be disposed of as hereinafter 
provided.” 


Further provisions directed such remain- 
der to pass one-half to the husband’s 
heirs at law thereof, and one-half to the 
wife’s heirs at law. 


Mrs. Conklin died in 1941. Mr. Conklin 
lived in the farm home in which he had 
alife estate until’his death in 1955. How- 
ever, in 1952, Mr. Conklin executed a 
document purporting to be his will 
whereby he left bequests to his sister and 
brother, and the residue to the defendant 
in this cause, who from the record ap- 


Pears not to be related either to the 
deceased wife or to him. 


The instant proceeding in equity was 


} brought to determine the status of the 
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joint instrument and the 1952 instrument. 
The lower Court found that there was a 
contract between the husband and wife 
at the time of the signing of the joint 
instrument and that after the wife’s 
death the husband was bound thereby. 
Appellant argued that the provision in 
the joint will with reference to the right 
of the survivor to use or dispose of the 
property gave the husband the right to 
dispose of the same by his will as he 
saw fit. 


HELD: Affirmed. The joint will is 
valid and the instrument executed by the 
surviving husband in 1952 must fail. The 
joint will supported by the legal contract 
was binding upon the survivor. Upon 
reading the joint will in its entirety, it 
appears that the power of disposition of 
property vested in the survivor could be 
exercised only during the lifetime of the 
survivor. What the parties actually speci- 
fied in the joint will was disposal by the 
survivor rather than in accordance with 
directions that the survivor might make 
by will. At the time the joint will was 
executed both parties came to a meeting 
of the minds as to the final disposition 
of their property, and it would be un- 
conscionable to permit the survivor to 
defeat such expressed purposes. 


WILLs — Joint & Mutual — Docu- 
ment Not Contractual 


Kansas—Supreme Court 
In re Estate of Miller, 186 Kan. 87. 


The third paragraph of a joint will 
executed by James and Elsie Miller, pro- 
vided that “In the event of our death 
at different times, the one of us dying 
first hereby gives, devises and bequeaths 
all of his or her property, both real and 
personal, unto the survivor of us to be 
his or hers absolutely.” Paragraph 
Fourth “declared that the foregoing are 
made upon the following conditions,” and 
then devised certain real estate owned 
by Elsie to grandchildren. 

After Elsie died James executed a new 
will which was admitted to probate on 
his death. The probate court held the 
joint will was not a contractual will and 


James’ property passed pursuant to the 
terms of subsequent will, which insofar 
as James’ estate is concerned revoked 
the joint will. It also found none of the 
beneficiaries named in the joint will had 
any claims or interest in James’ estate 
by virtue of the earlier will. It should be 
noted none of the property separately 
owned by James Miller was mentioned 
in the joint will. 

HELD: Affirmed. The paragraph 
Fourth was intended to apply only in the 
event of the simultaneous death of hus- 
band and wife. The joint will was wholly 
lacking in any language which would in- 
dicate it was contractual. Therefore 
James was free to make a disposition of 
his property by will or otherwise. 


WILLs — Joint & Mutual — Survivor 
Could Not Give Away Property 


Kansas—Supreme Court 
In re Estate of Buckner, 186 Kan. 176. 


Edward and Sarah Buckner, who had 
no children, had an attorney draw a 
joint, mutual and contractual will for 
them in 1949, when they were past 70. 

Sarah died in 1953, the will was 
admitted to probate, and Edward elected 
to take under the will. 

The will provided: “After the death 
of either of us, survivor shall have the 
right and privilege of selling, mortgag- 
ing and disposing of any property com- 
ing to him or her by the terms hereof, 
without restrictions of any kind.” 

Edward died in 1955, and there remained 
approximately $8,000 in the estate to be 
divided under the residuary clause of 
the will because after Sarah’s death, 
Edward had made gifts of over $60,000 
worth of property to three sisters and a 
niece. 

HELD: The words “selling, mortgag- 
ing, and disposing” when considered with 
the entire contents of the will in the 
order in which those contents appear 
therein inferred a receipt of considera- 
tion. Therefore, Edward did not have 
the right to give Sarah’s half of the 
estate, which was set apart to the niece 
of Sarah under the terms of his con- 
tract with Sarah, without good and suf- 
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ficient consideration. The intent of Sarah 
and Edward was to give the respective 
relatives a definite share in their estate 
and after the death of Sarah and Ed- 
ward’s acceptance of benefits under the 
contractual will, he could not defeat that 
intention. The gifts and warranty deeds 
to the defendants should be set aside and 
the estate settled according to the will. 


WILLs — Probate — Will Destroyed 
During Testator’s Life may not be 
Probated if Destruction was not 
Fraudulent 


New York—Appellate Division. First Dept. 
Matter of Fox, N.Y.L.J., Feb. 4, 1960. 


Testator had a testamentary power of 
appointment which he exercised by a 
holographic will made in Germany in 
1939. The will was delivered to a notary 
in Berlin for safekeeping, and in 1944 
the notary’s office and the contents 
therein were destroyed by Allied bomb- 
ers. The Court found that the testator 
knew of the destruction of his will and 
that he intended to make a new will, but 
he died in 1946 without doing so. The 
appointee under the holographic will of- 
fered it for probate as a lost or destroyed 
will pursuant to Surrogate’s Court Act 
Section 143. The takers in default of ap- 
pointment opposed probate on the ground 
that these facts did not permit probate 
under the statute. The Surrogate admit- 
ted the will to probate. 

HELD: Reversed. Under Section 143 a 
will can be probated if it was “fraudu- 
lently destroyed” during the testator’s 
life — which means that a fraud was 
committed on the testator so that he 
should die intestate when he intended to 
leave a will. There is no frustration of 
such intent to leave a will when there is 
proof that the testator had knowledge of 
the destruction. Such knowledge dissi- 
pates the notion of fraud. The holo- 
graphic will was not revoked with the 
formality required by Decedent Estate 
Law Section 34, but failure to observe 
this statute concerning revocation does 
not permit the probate of the paper as a 
fraudulently destroyed will. 


A A A 


REVERSAL OF BRITISH DEATH DUTY 
PRINCIPLE 


The House of Lords recently upset 
what for 60 years had been regarded as 
settled law in connection with the charge 
to estate duty. Since the Cowley case in 
1899 it had been accepted that Sections 
1 and 2 of the Finance Act, 1894, relat- 
ing to the classes of property liable to 
estate duty, were mutually exclusive. 
Thus if property fell under one section 
but was covered by an exception stated 
herein, it could not be held liable to duty 
under the other section while on the 
other hand exceptions under one section 
would not avail under the other. Now 
it has been ruled (Public Trustee v. 
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Inland Revenue Commissioners, “The 
Times,” Dec. 15, 1959) that the two sec- 
tions are interrelated. 


A AA 
e A weekly course on Writing Wills and 


Trust Agreements and Settlement of De- 
cedents’ Estate is being given at the Uni- 


versity of Louisville by Bart 4 . Brown, 
senior vice president of Citizen : Fidelity 
Bank and Trust Co. of that City, Spo. 


sored by the School of Law and Uni. ¢ 
versity College in cooperation With the 
local Bar Association, this spring seme, 


ter course is part of a program on (op. 


tinuing Legal Education for Lawyers, 
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He’s half detective... half designer for your client 


AS YOU LOOK over the thoughtful notes he has 
prepared for your client, you as an attorney 
will find your respect growing for two aspects 
of the Connecticut General man’s work. First, 
there is the digging he’s done for facts and 
figures over a wide range. And then there is 
the carefully constructed outline within which 
they’re all integrated. 


Everything your client owns is listed. Then 
each asset is thoughtfully weighed in terms of 
its ability to assure your client’s future secur- 
ity. And where a suggestion for a more produc- 
tive use is made, it’s carefully explained. 


All the fact-digging has been done by the CG 


man...an important saving of your time. Now 
more rapidly you will be able to give your client 
the full benefit of your analysis and counsel. 


Thoroughly trained and experienced as he is, 
you'll find the CG man a pleasure to work with. 
And so his first call can be only the beginning of 
many friendly calls that will become increas- 
ingly important and helpful to you and to your 
client in the years to come. 
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